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AN INDEX OF THE PHYSICAL VOLUME OF PRODUCTION 


To-pay it would be superfluous to dilate on the need for, and 
uses of, an index of the physical volume of production. The lack 
of this statistical measurement is one of the main reasons for the 
recent uncertainty as to some of the most elementary facts about 
our economic life, notably the magnitude of our national income. 
An index of production is useful in two main respects. First, it 
affords a broad comparison of a large proportion of the national 
income at different dates. It is hardly practical politics to hold an 
annual census of production, and the declared policy of the Board 
of Trade is to have a quinquennial census. This provides the 
opportunity for direct observation, and the role of a production 
index is that of dead-reckoning. Secondly, it supplements other 
criteria which indicate the current activity of industry, for even 
the most comprehensive statistics of unemployment are after all 
merely an indirect means of estimating what a production index 
supplies directly. It is, in fact, little short of a national disgrace 
that this vital statistical -measurement has not been supplied 
long ago. In the absence of any official effort to remedy the 
deficiency, I was commissioned three years ago by the London 
and Cambridge Economic Service to try to compile such an 
index. With the invaluable assistance of the editor, Professor 
A. L. Bowley, I succeeded in compiling an annual index from 
1907-13 and since 1920, which, while very incomplete and 
tentative, may perhaps lay claim to serious consideration. The 
task was rendered particularly difficult by the long period since 
the census of production in 1907. A similar census was taken 
in 1912, but the war interrupted tabulation and the results have 
never been published. A period of nearly twenty years has 
therefore elapsed since the last direct observation, and the risk 
of error in our dead-reckoning is correspondingly great. By the 
time that this article appears, we shall presumably be in 
possession of many of the preliminary reports of the 1924 
census, and it might have been deemed advisable to have 
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waited for a short period. As, however, my index has come in 
for a good deal of criticism during the last year or two, and as 
the explanation of its composition, claims and limitations has 
only been available in the publications of the London and Cam- 
bridge Economic Service, it has been thought timely to publish a 
more readily accessible, if compressed, account of the index, and 
to meet its critics on fair ground—that is, before the 1924 census 
makes it easy to be wise after the event! Moreover, in addition 
to its interest as affording an absolute measurement of production 
in comparison with the pre-war period, the index provides a 
relative measurement from year to year, a matter which is of great 
interest in itself, especially since 1920, and one on which the census 
will not, of course, throw further light. This relative measure- 
ment has been attempted on a quarterly as well as an annual 
basis, as will be seen later, but it should be realised quite clearly 
that the quarterly index is not to be used for absolute but only 
for short-period relative comparisons, since it is far less com- 
prehensive and less accurate than the annual index. 


INHERENT LIMITATIONS OF AN INDEX OF PRODUCTION 


In the construction of an index of production there are three 
inherent difficulties which, inasmuch as they are almost insur- 
mountable, impose on the accuracy of the index limitations, 
which under certain circumstances may be somewhat serious. 
The first is that many of the products of industry are not capable 
of quantitative measurement. This difficulty appears in its most 
serious form in the case of the engineering industry. Measurement 
by number of articles, weight or horse-power, may give a reason- 
ably reliable index for the activity of particular firms over short 
periods, but the diversity of products, and the alteration in the 
character of the output of individual firms over longer periods, 
make sampling, except on a very large scale, an extremely risky 
procedure, while the combination of a number of indices repre- 
senting different sections of the industry presents great difficulties. 
Such sampling is the only solution, but the task was obviously too 
big for an individual investigator, and I had to reconcile myself 
to a very indirect representation of this highly important industry. 
This is a serious fault in the index, though, as will be shown later, 
its actual effects are not so great as might be imagined. 

The second inherent difficulty is that the output of an industry, 
even when quantitatively measurable, may over a series of years 
change qualitatively as well as quantitatively. Thus during the 
last twenty years there has almost certainly been a tendency 
towards an improvement in the average quality of the yarn and 
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cloth produced by the cotton industry, and therefore, though the 
quantity produced might be the same, the real return to the 
application of the resources employed in the industry would be 
greater. If the same were true of many other important indus- 
tries, which is possibly the case, it cannot be argued that because 
the index registers the same at two distant dates, therefore the 
income of the community from the production of material goods 
is the same: it may be higher or lower according to changes in 
the quality of the product. Fortunately such changes only take 
place slowly, and with a quinquennial census of production the 
error in future is not likely to be substantial. But an interval 
of nearly twenty years is considerable, and since there is some 
evidence in support of the idea that in this country the long- 
established general tendency towards finer quality work continues, 
our measurement of the volume of production in the last year or 
two as compared with the pre-war period may yield results which 
appreciably under-estimate the national income. 

The third inherent difficulty lies in the inclusion of new 
industries which develop importance as the years go on. Again 
this difficulty is not serious if a quinquennial census of production 
provides the means of revising the structure of the index, but 
over the last twenty years there have been some remarkable 
developments, of which the motor trade and the artificial silk 
industry are notable examples, and this is another reason why 
the index over this long period will probably tend to register too 
low. 


METHODS OF CONSTRUCTION 


We now come to the practical difficulties involved in the 
construction of an index of production for this country. The 
fundamental difficulty is, of course, the almost complete absence 
of statistics of the quantities of goods produced. With important 
exceptions, such as minerals, iron and steel, ships, and certain 
chemicals, the only available statistics are for goods exported, 
and in nearly all cases the proportion of exports to total pro- 
duction is far from constant, while the actual ratio has not been 
ascertained definitely since the 1907 census. In the main we 
have to look for some other indication of changes in the volume 
of production. The best alternative is by measurement of the 
quantity of raw materials consumed, for, owing to the fact that 
so large a proportion of our raw materials is imported, statistics 
are more generally available. This procedure involves the 
assumption that the methods of manufacture do not change in 


such a way as to alter appreciably the ratio of raw material con- 
N 2 
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sumption to finished product. This change is unlikely over short 
periods, though, again, twenty years is over long. A far greater 
source of error lies in variations between the rate of importation 
and the rate of consumption, owing to changes in the volume of 
stocks. Some information is available as to port stocks, but, with 
one or two exceptions, complete secrecy surrounds the stocks 
held by individual manufacturers. The potential error in the 
final index is not likely to be very great, though that in the indices 
for certain industries in particular years may well be considerable. 

Having obtained index-numbers of some sort for as many 
different industries as possible, there remains the problem of 
combining them into an average. The obvious method of 
weighting was according to the relative net products of the 
industries as given in a census of production. This involved 
using data nearly twenty years old, and during this period the 
aggregate net product of most industries must have altered in 
relation to one another. To some extent such alterations will 
tend to a mutual cancellation, and the error in the final average 
will not probably be considerable, but it is disturbing, inasmuch 
as it is impossible to say which way the error lies. 

The general method of calculation may therefore be summed 
up as follows. In order to obtain a comparison of the normal 
pre-war income with that of the post-war period—which is the 
primary objective—the average of the years 1907-13 has been 
taken as the base for the index-numbers, and the combination 
of all the series has been effected by using the ordinary arith- 
metical weighted average, since there is no advantage for this 
purpose in more complicated statistical methods. The structure 
has been built up on the basis of the 1907 census classification : 
an attempt has been made to obtain one or more? series of 
production figures for each industry for which a separate net 
product is there given; these have then been transformed into 
index-numbers which have been weighted by the net product of 
the industry, and combined into the same groups as classified in 
the census: these groups have then been similarly combined 
into a final index-number, representative of changes in the 
volume of production as a whole. 

The 1907 census of production classified the industries of the 
country in thirteen groups. The last group consisted of Public 
Utility Services (e.g. water, lighting, street traction, postal ser- 
vices, and the expenditure of local authorities), and may, therefore, 

1 This and other difficulties and problems are more fully discussed in Special 
Memorandum No. 8 issued by the London and Cambridge Economic Service. 


2 Where more than one series is, in fact, available for any one industry, they 
have been combined in what seemed the most suitable way in each case. 
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be neglected for our purpose. Another group—Miscellaneous 
Trades—can also be passed over as relatively unimportant. The 
greater part of the products of the Clothing Trade Group is not 
quantitatively measurable, and can only be represented by 
increasing the weight assigned to the Textile Group, which 
furnishes its raw materials. This leaves ten groups of industries, 
but there seems no adequate reason for classifying rubber and 
leather manufacture as allied industries, as is done in the census. 
These have, therefore, been divided. To these eleven groups of 
manufacturing industries must be added agriculture, which was 
not included in the 1907 census, though it formed the subject of 
a special contemporary inquiry. Twelve index-numbers for the 
various groups of allied trades have, therefore, been constructed, 
based on the following statistical information : 


Group I. Agriculture.—Production of crops, meat, milk and wool. 

Group II. Mines and Quarries.—Production of principal minerals. 

Group III. Iron and Steel, Engineering and Shipbuilding Trades. 
—Production of iron and steel, tin-plate, galvanised sheets, 
exports of railway locomotives and railway wheels and axles, 
tonnage of ships launched. 

Group IV. Metal Trades other than Iron and Steel.—Copper, lead, 
tin and zinc: home smelter output and total metal manu- 
factured. 

Group V. Textile Trades.—Separate series for cotton, wool, jute 
hemp and linen, silk, and lace manufacture, based mainly on 
the Trade Returns of Imports and Exports at various stages. 

Group VI. Food, Drink and Tobacco Trades.—Separate series 
for grain milling, total flour consumption, sugar refining, 
cocoa, and tobacco manufacture—all based on the Trade 
Returns—and the production of beer and spirits. 

Group VII. Chemical and Allied Trades.—Production of soda 
ash (supplied by Messrs. Brunner, Mond & Co., Ltd.), 
sulphuric acid, and coal tar. Net imports of oil seeds, and 
phosphate of lime. 

Group VIII. Paper, Printing and Allied Trades.—Net imports 
of raw materials reduced to their paper-making equivalents. 

Group IX. Leather Trades—Net imports of raw materials 
reduced to their leather content. 

Group X. India-rubber Trades.—Net imports of crude rubber, 
gutta-percha and Balata. 

Group XI. Timber Trades.—Net imports of timber. 

Group XII.—Clay, Stone, Building and Contracting Trades.— 
Represented in part by production of cement. 
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Nore I.—Corrections for stocks at different stages are possible in the case 
of non-ferrous metals, cotton, grain and flour, and indiarubber. 

Nore II.—Where statistics depend on Imports and Exports, it must be 
remembered that the Irish Free State is excluded in the Trade Returns from 
April 1, 1923, bus since no important industry is there carried on, this matter 
can be neglected, though for this reason the Agricultural Statistics used have been 
confined to Great Britain, except in the case of wool. 


THe ANNUAL INDEX 


Space forbids the detailed explanation of the data on which 
each series rests, and also the presentation of the detailed results ; 
for this, reference must be made to the London and Cambridge 
Economic Service. Special Memorandum, No. VIII, and also to 
the monthly issues for June 1925 and June 1926, which contain 
minor alterations and amendments. All that can be given here 
is the following table, which shows the index-numbers for each 
of the twelve groups of industries, and in the last column the 
final index. 


Index-Numbers of Production for the Following Groups of 
Industries, and the Combined Indea-Number for all Industries. 


(Average 1907-13 = 100.) 


Group 
I TY, VI...) WES. | VIE EX. x XI. | XII. 
3 | 22 | 24 4 
Weights 
(=£00,000’s| 1897, | 1195. | 1531. 119. | 1216. | 895. | 216. | 336. 51. 30. 214,] 25. 
net product). 

Year, 
1907 99-5] 99-9] 105-6} 91-0] 102-1} 97-1] 97-4] 87-1] 85-5] 88-7} 101-9 100-1 
1908 100-4] 97-7] 80 109-9} 90-4} 96-6) 94:7] 92-6] 916] 59-6] 941 93-2 
1909 102-1] 984] 86-9) 109-7] 98-7) 981] 97-0] 92-7] 95-9] 83-1] 96-1 96:8 
1910 100-8} 98-8] 92-8] 96-9] 91-4} 97-9} 98-9 | 102-8 | 102-7 | 121-6 | 100-7} )100-0} 97-1 
1911 97-6 | 101-3 | 108-8 | 101-4 | 101-0 | 100-3 | 100-1 | 99-1] 100-9] 94-8] 95-1 101-4 
1912 100-1 | 97-3 | 106-7} 98-0 | 108-3 | 105-3 | 103-5 | 111-0 | 118-5 | 103-7| 938-9 103-5 
1913 97-8 | 106-7 | 119-3 | 93-3 | 108-2 | 104-8 | 108-3 | 114-7 | 107-0 | 148-0 | 113-2 107'5 
1920 88-9} 84:9) 115-7] 63-6] 76-4 | 114-0 | 134-5 | 129-3 | 105-3 | 170-0 | 74-2] 101-6] 97-2 
1921 85-1] 59-8] 66-6] 39-6] 58-4) 112-4] 90-3] 62-0] 70-7] 994] 42-5] 85-1] 73-7 
1922 93-4] 90-0] 75-7] 41-7) 80-1] 110-0 | 114-3 | 105-0] 87-5] 67-4] 72-8] 81-0] 88-7 
1923 90-8 | 103-5] 85-6] 68-9] 67-7 | 103-8 | 128-4 | 130-8 | 105-1] 155-2 | 86-1] 93-5] 923 
1924 94-7] 98-1] 97-9} 82-2] 73-1 | 107-8 | 134-7 | 141-8 | 112-1 | 140-4 | 101-6] 110-6] 97-5 
1925 100-8 | 90-0] 87-1] 86:7] 76-3 | 109-3 | 128-3 | 140-6 | 106-3 | 181-7 | 102-1 130-0] 96-3 


COMPARISON WITH OTHER INFORMATION 


The following table shows the index of production, an index 
of employment based on the trade union statistics of their 
unemployed members, and an index of the weight of minerals 
and merchandise carried on the railways :— 
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Index-Numbers of Production, Employment and Railway Goods 
Traffic. 
(Av. 1907-13 = 100.) 


Production. | Employment. 
1907 . 100-3 101-1 99-6 
1908 . : 96-8 94:9 
1909 . ‘ 96-8 96-9 96-5 
1910 . 97-1 100-0 99-2 
1911 . 101-3 101-8 101-0 
1912 . 103-6 101-0 100-3 
1913 . 107-5 102-7 108-5 
1920 . 97-2 102-4 94-7 
1921 . 73-7 88-9 64-9 
1922 . 88-7 88:8 89-8 
1923 . : 92:3 92-9 102-2 
1924 . 97-5 96-3 99-8 
1925 . . 96-3 93-8 94-0 


Such a comparison is of extremely limited utility. Absolute 
comparison is obviously not admissible in respect of the employ- 
ment index, and must be qualified as regards railway traffic 
owing to the development of road transport. In the comparison 
of 1921 with 1920, the employment index is obviously too high, 
for it takes no account of short time, while the traffic index 
is too low, because coal exercises an altogether disproportionate 
influence, and in that year there was the three-months coal strike. 
In 1922, 1923 and 1924, production and employment approximate 
so closely that it is difficult to realise that these employment 
figures can only, as it were by chance, afford an absolute measure- 
ment of production, for not-only has the total occupied population 
altered, but also the hours of work, etc. 

In 1925 the employment index registers a rather greater 
decline than the production index, but this is probably due to 
the over-representation of the mining and metal industries in 
these trade union returns, which industries were specially 
depressed. The statistics of unemployment under the National 
Insurance Acts have lately become much more reliable than 
the trade union returns, and in 1925 these register a decline 
in employment much smaller than do the trade union returns, 
and in almost exact correspondence with the decline in the 
production index. 

Average of the monthly percentages of insured workers 
reversed to show employment :— 

1923 . 884% 
1924 . 897% 
1925 887% 
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The production index and the railway traffic index agree 
reasonably in 1922 and 1924, but the latter is inflated by the 
influence of coal in 1923, and correspondingly deflated in 1925. 
This difficulty cannot be surmounted by taking merchandise 
traffic only, since that excludes our most important industry 
with all its ramifying effects. For an absolute measurement of 
the volume of industrial activity, the merchandise traffic and the 
coal traffic must be combined according to the relative importance 
of manufacture and coal mining from the point of view of national 
production, and this results in bringing the traffic index below the 
production index, which, in view of the development of road trans- 
port, supports the accuracy of the production index. Conclusions 
from these traffic returns must not, however, be pressed too far. 


In its issue of October 4, 1924, the Economist newspaper 
published an article entitled ‘“‘ National Income and Taxation,” 
which contained an index of production since 1920, based on the 
year 1913. No detailed explanation of the methods of con- 
struction was given, and it appears indeed to represent a round 
estimate rather than the results of formal calculations. On 
October 20, 1925, Mr. W. T. Layton, the editor of the Economist, 
in a paper read before the Chartered Institute of Secretaries, added 
figures for the years 1924 and 1925. Adjusting our index to 1913 
as the base year, the two index-numbers compare as follows : 


L. & C. Economic . 
Economist. 

1920... ‘ 90:4 95 
1922 —«. ‘ 82:5 86 
1924 —«, 90-7 98 


In his paper, and also during a discussion at the Royal 
Statistical Society’s meeting in January 1927, Mr. Layton pre- 
sented arguments in support of the greater accuracy of the 
Economist index, pointing out that in certain cases the available 
material, on which my index was based, was far from satisfactory, 
and that in particular the engineering industry was hardly 
represented at all in my index for the Ferrous Metal Group of 
industries (Group III). Since the engineering industry has not 
suffered the same degree of depression as have iron and steel 
manufacture and shipbuilding, Mr. Layton maintained that 
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therefore the Group III index was much too low, that, in fact, 
the group index for 1924 ought to register higher than for 1913, 
and that this would “ lift the whole London and Cambridge Series 
several points.” 

There can be no doubt whatever that the inadequate repre- 
sentation of the engineering industry is a most serious matter— 
in my original memorandum I described it as a “ glaring 
deficiency.” It may further be agreed that the inclusion of an 
index for the engineering industry would raise the Group III 
index, and therefore the final index. Where I differ from 
Mr. Layton is merely on the actual quantitative effect. Some 
idea of this may be obtained by experiment. Let it be assumed 
that a true index-number for the engineering industry, if it were 
available, would, for 1924, register 130 on a base representing 
the average output in the period 1907-13. This is pure assump- 
tion, but it fits in reasonably well with the evidence quoted by 
Mr. Layton, and errs if anything on the high side. If then such 
an index for engineering be included with the existing series for 
1924, and weighted according to the 1907 census, the results, 
taking 1913 as the base, would be to raise the index for Group III 
from 82-1 to 95-3, and the final index from 90-7 to 93-6. Mr. 
Layton’s argument that the group index ought to register higher 
for 1924 than for 1913 seems rather too optimistic, while he 
appears also to have over-estimated the effect on the final index. 
The omission of engineering is certainly by far the most serious 
defect in my index, and it is difficult to believe that the combined 
result of all the other similar deficiencies would raise the final 
index more than, say, 2 points at the outside, for these other 
deficiencies can hardly be supposed to create effects entirely in 
the one direction. 

Personally I am extremely doubtful whether an index for the 
engineering industry as a whole would register as high as 130 
(on base 1907-13) in 1924. This figure would raise the final index 
by approximately 3 points. I doubt whether the true increase 
would be much more than 14 points. In general I should agree 
that the net result of the non-representation, or the inadequate 
representation, of many other minor industries might be to raise 
the index by another 1} points. Further, though this is due to 
the inevitable limitations of any index of production over a long 
period, account must be taken of the appearance of virtually new 


1 The German Engineering Association has presented to the Economic Con- 
ference an estimate that in 1925 the output of the British engineering industry 
was 25 per cent. greater than in 1913. This has, however, been criticised as too 
high by the British Engineering Association. The increase would be considerably 
smaller, of course, on the basis of the average output of the seven pre-war years. 
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industries, such as artificial silk and wireless equipment, whose 
output is not included in the index, though the resulting tendency 
to depression in some of the industries which they are superseding 
is registered. Again, there has probably been on balance a 
tendency towards a higher average quality of production. Taking 
all these points together, it must be regarded as practically certain 
that my index does register too low as compared with the pre-war 
period, but it is highly improbable that the error is more than 
5 per cent. : in other words it is highly improbable that production 
in 1924 was more than 95 per cent. of the 1913 level. 

Evidence in support of this conclusion has recently been 
provided by Professor Bowley and Sir Josiah Stamp in their 
comparative study of the national income in .1911 and 1924. 
For the same reasons as have just been considered, they conclude 
that our index registers too low, and that instead of the recorded 
fall of 3-8 per cent. from 1911 to 1924, the index should register 
the same in both years. With this qualification estimates of the 
national income based on production and on income are closely 
reconcilable,! and the authors therefore reject the Hconomist 
index, which would show a 5 per cent. increase in material pro- 
duction in 1924 as compared with 1911. The Hconomist, in its 
issue of March 5, 1927, suggested that the index of price changes, 
by which the authors eliminated the change in the value of 
money between the two dates, was too high, on the ground that 
undue preponderance was given to export prices and the cost of 
services, including transport, and that therefore the volume of 
production so calculated should be larger in 1924. Whatever may 
be the case in respect of services, it is, however, difficult to suppose 
that export prices are higher than home prices, which is what the 
Economist implies. For a settlement of the whole controversy 
we must await the full report of the Census of Production. 


THE QUARTERLY INDEX 


A brief account of the quarterly index may now be given. 
As has already been pointed out, the quarterly index is purely 
supplementary to the annual index, since it is far less com- 
prehensive owing to the dearth of statistical information available 
quarterly : its sole use is as a supplement to other information 
relating to current productive activity. In addition to the 
limitations imposed by the scarcity of data, there is the further 
difficulty of seasonal variations in the importation of raw materials, 
since corrections cannot often be made for changes in stocks; 
and there is also the lesser difficulty of seasonal variation in the 

1 Bowley and Stamp, The National Income, 1924, p. 55. 
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actual volume of production, including the uneven incidence of 
holiday periods. The quarterly index admittedly rests on an 
all too slender basis, and requires careful interpretation, but even 
so it seems worthy of consideration in conjunction with other 
information as to the state and prospects of trade. 

The quarterly index has been built up on precisely the same 
general lines as the annual, and the material available for each 
group of industries may be briefly summarised as follows : 


Group I.—No quarterly index is obviously possible. 

Group II.—Production of coal is alone promptly available. 

Group III.—Production of pig iron and steel. For shipbuilding, tonnage under 
construction has been taken, and not tonnage launched as in the annual 
index, since this affords a better indication of the current activity of the 
industry, which is the principal aim of the quarterly index. Exports of 
railway locomotives and railway wheels and axles are available. 

No complete quarterly series is available for the production of tin plate or 
galvanised sheets. 

Group IV.—Neither home smelter outputs nor the production of home ores are 
available quarterly. The only available indicator for the home smelting 
industry is, therefore, the net imports of ores. In the case of copper, for 
which alone the smelter output from imported ores is really important, the 
ore imports have been added to the net imports of metal less U.K. exports, 
corrected for changes in port stocks since 1920. One series is calculated 
for copper, and one for lead, tin and zine as in the annual index. 

Group V.—For cotton the series is based on the quantities ‘“‘ Forwarded to 
Trade.” The absence of any information whatever in regard to stocks of 
wool, jute, hemp and linen makes a quarterly index impracticable. In the 
silk trade the position is different, and though changes in stocks are not 
known, the method employed for the annual index may reasonably be used. 
The method used in obtaining the annual index for the lace trade is not 
sufficiently reliable on a quarterly basis. Only two series, for cotton and 
silk, are therefore available for this group. 

Group VI.—All the series used in the annual index are available quarterly with 
the exception of spirits and beer. Since 1920 the production of beer (bulk 
barrels) has been considerably less than in pre-war years, and owing to its 
large net product, its omission would certainly result in too high an index 
for this group. It has therefore been thought desirable to exclude sugar, 
which shows a large increase, by way of effecting some sort of balance. As 
it is, the index still registers too high. Again, to include the series for 
grain milling as well as that for total flour consumption appeared to give 
too much importance to the industries concerned with bread-stuffs, and 
accordingly only the latter has been used. The series taken, therefore, for 
this group are flour, cocoa and tobacco consumption. 

Group VII.—Messrs. Brunner Mond have kindly supplied a quarterly as well as 
an annual index of their production of soda ash. No quarterly statistics 
are available for the production of coal tar and pitch, nor, until recently, of 
sulphuric acid, but the net imports of iron pyrites give some indications as 
to the latter, and have been utilised. The series for seed-crushing and 
fertilisers can be calculated from the Trade Returns. 

Group VIII.—The series can be calculated from the imports of paper raw 
materials in the same way as for the annual index. 

Group 1X. Leather.—No quarterly index is obtainable. 

Group X. Rubber.—Quarterly imports were found quite unsatisfactory. 

Group XI. Timber.—Quarterly imports were found quite unsatisfactory. 

Group XII. Production of Cement is not available quarterly. 


quarterly index for earlier years. 


(Average of 1913 = 100.) 
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The following table shows the group index-numbers, and the 
final index is shown in the last column, together with the weights 
used. The average of the four quarters of 1913 has been taken 
as the base (= 100), as it was not thought necessary to have a 


Index-Numbers of Production for the Following Groups of 
Industries and the Combined Index-Number for all Industries. 


Weights 
(=€ million) 120. 153. 12, 94, 70. 22. 34, 
net product. 

1913 1 101:3 100-5 102-1 110-6 97:0 | 105-9 | 82-0} 101-1 
2 101:3 99-6 | 106-0 89-2 | 102-2} 94-7] 107-2] 98-9 
3 96-0 99-9 97-5 81-2 | 102-6 | 102-2} 101:2| 96:0 
4 101-4 99-9 94-2 | 117-1 99-0 | 97-2 | 109-5 | 103-7 
1914 1 101°3 99-8 77-6 | 108-7 91-1} 98-9] 80-4] 98:7 
2 93-6 92-7 90-1 94:0 | 92-6] 95:0|] 94:4] 93:3 
1920 1 86-4 | 121-9 77-2 94-2 | 126-7 | 104-2] 88-8] 104-9 
2 80-9 | 129-5 56-2 57-8 | 118-5 | 128-2 | 129-5 | 101:2 
3 82-5 | 126-1 89-8 62-5 | 126-0 | 105-3 | 129-8 | 102-4 
4 67:8 | 116-4 72-6 63-1 | 109-2 | 121-4] 102-7} 92-2 
1921 a 75-6 | 109-9 60-4 39-4 | 115-4] 94:0] 414] 82-9 
2 0-2 66-0 63-5 27-0 | 123-3} 40:9] 31:2; 47-6 
3 73-0 71-1 54:5 59-6 | 124-5] 71:1] 82-7] 77-2 
4 80-0 50-9 43-6 68-4 | 114-2} 99:4] 61-1] 62:5 
1922 1 86-3 64:1 42-4 67:0 | 114-7} 92:-6| 441] 76-3 
2 80-1 60:5 44-9 73-2 | 120-2} 100-2} 86-7] 78-9 
3 88-2 60-7 60-4 72-7 | 135-0] 96-1) 117-1] 85-1 
4 95-7 65-8 57-0 70-3 | 109-4 | 102-2} 95-8] 83-2 
1923 1 98-9 77:8 74:8 66-1 | 122-9] 116-5| 88-2] 89-2 
2 97:1 83-5 78-6 53-4 | 121-1| 99-9] 1141] 89-0 
3 92-0 70-2 79-5 51-4 | 117-5| 96-1] 143-9] 84:7 
4 99-7 78-2 90-0 77-6 | 120-1] 95-7] 109-0} 92-1 
1924 1 100-5 84-6 90-0 67-5 | 118-5 | 103-3 | 66-4] 89-6 
2 93-1 81-5 85-4 59-4 | 122-7 | 112:8 | 129-6 | 90-6 
3 89-0 74-3 | 101-6 53-1 | 130-9 | 113-3 | 157-2 | 89-6 
4 92-2 70-9 95-5 82-4 | 133-5 | 111-2 | 141-2} 93-9 
1925 1 94-4 72-7 91-8 89-0 | 121-7] 117-2} 95:5] 916 
2 82-2 67-4 92-5 79-8 | 125-4] 99-3 | 122- 87:0 
3 78:3 59-6 | 100-8 65-2 | 121-4] 94-4] 134-3] 81-2 
4 88-4 60-5 96-2 86:4 | 127-0] 98-0] 137-5] 888 
1926 1 96-0 67-2 | 106-6 87-2 | 122-1] 97-9] 113-3] 90:8 
2 27-9 36-0 93-2 67-3 | 126-3] 83-5 | 141-3] 62-9 
3 . 9-72 17-6 | 108-0 53-2 | 122-6 | 83-5 | 142-4] 503 
39-01 30-5 | 109-7 70-2 | 124-2} 93:9] 127-9] @41 
1927 1 95-7 78-1 114-5 92-4 | 138-4 | 118-1 | 134-8} 99-7 


1 Partly estimated. 
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The final quarterly index, averaged for each year, compares 
as follows with the annual index, adjusted to 1913 as base. 


Average of Quarterly Annual Index 
Indices. (base 1913 = 100). 

1920. ‘ 100-2 90-4 

1925. > 87-2 89-6 


The only really serious discrepancy is for 1920, partly 
because the quarterly index does not include the production 
of tin-plate and galvanised sheets nor the timber trades, nor, 
of course, agricultural production, all of which were depressed 
in that year, but mainly because the tonnage under construction in 
shipbuilding yards was far greater than in 1913, while the tonnage 
launched, which is used in the annual index, was about the same. 
The year 1920 was exceptional in many ways. The minor dis- 
crepancies in other years can be explained by a similar examina- 
tion of the component figures. But when the annual index is 
available for 1926, it will probably register very considerably 
higher than the average of the quarterly indices. It is true that 
the coal strike of 1921 did not result in any appreciable discrepancy 
between the two series, but those industries which are represented 
in the annual though not in the quarterly index, fared very much 
better in 1926 than in 1921, owing to the use of imported coal, 
the more extensive development of electrical power, and other 
well-known reasons. But even if the annual index for 1926 
registers much higher than the average of the quarterly indices, 
it will still be too low as a measure of the volume of production, 
because the engineering industry is inadequately represented, and 
in that industry production was fairly well maintained by the 
use of imported iron and steel: hence the index for Group III 
will register much too low, since it is predominantly based on iron 
and steel production, which virtually ceased. The annual index 
for 1921 is not open to the same criticism, even though iron and 
steel production was similarly affected, first because the engineer- 
ing industry did not then maintain production to anything like 
the same extent, and secondly because the very high index for 
the shipbuilding industry brought the index for Group II up to a 
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point which was probably reasonably representative of the 
engineering industry, and thus the final index was not invalidated. 


THE INDEX OF THE FUTURE 


On January 18, 1927, Mr. A. W. Flux read a paper before 
the Royal Statistical Society entitled “‘ Indices of Industrial 
Productive Activity,” in which he discussed at length the general 
problems and difficulties involved. He also announced the 
intention of the Board of Trade to compile a quarterly index of 
production as soon as the 1924 Census of Production results 
become available to provide the necessary basis. Mr. Flux proposes 
to utilise the 1924 census net products in weighting the various 
series for combination, and in general to utilise the same methods 
of construction as have been utilised in my index. He gave a 
schedule headed “‘ Nature of Information possibly available for 
the Several Trades.” Without going into detail, it may be 
observed that this information is almost entirely in the form of 
the actual output of the various industries. As the result of my 
initial inquiries in 1924, I satisfied myself that where I could not 
secure statistics of output, the reason, with one notable exception, 
was not that trade associations were unwilling to supply such 
output returns as they had, but that they simply had not got 
the information: hence my resort to the consumption of raw 
materials as data. With the qualification that in one or two 
industries of minor importance returns have recently become 
sufficiently complete to be of use, I think I may claim that both 
my annual and quarterly index-numbers are based on statistics 
of actual! output in so far as they exist, and that means to a 
relatively insignificant extent. The collection of new special 
returns is obviously a difficult task, especially as no compulsion 
is to be attempted. How far Mr. Flux’s schedule represents an 
aspiration rather than the results of actual preliminary inquiries 
was not revealed, but the fact, for example, that the output of 
“tops” is entirely omitted from the wool industry—which was 
pointed out in the discussion on the paper—raises some fears that 
the details of the scheme have not so far received very exhaustive 
study. But it is to be sincerely hoped that this suggestion is as 
unwarrantable as it is ungracious, and that the Board will be 
able to start the index before the year is out. The need for a 
reliable index of production is great, and it is intolerable that it 
should be left to private enterprise to supply this gap in the data 
of our national economy. Speaking both for the London and 
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Cambridge Economic Service and myself, I may say that we are 
under no delusion as to the weakness and deficiencies of our 
index, and no one will be more pleased when this task is taken 
over by the State with its more ample resources. Meantime, 
we shall probably recast our index on the new basis provided by 
the 1924 census, making use of such further current data as have 
become available, and continue it until the Board of Trade supply 
a better article. : 


J. W. F. Rowe 


THE LAWS OF DIMINISHING AND INCREASING 
COST 


In this article, the writing of which was suggested to me by 
reading Professor Sraffa’s very interesting paper with a similar 
title in the December issue of the Economic JournaL, I propose 
to discuss—analytically, not statistically—the relation between 
the quantity of output and the costs of production of particular 
commodities. At a later stage some secondary matters will 
come into debate. Our primary problem is with the relation 
between quantities of output and the aggregate cost involved in 
producing each several quantity. Obviously no relation of 
this sort exists in regard to any commodity in a general abstract 
way. The nature of the relation—the form of the cost function, 
if we will—must depend at least in part upon the stage of 
scientific knowledge and technical competence to which society 
has attained. Therefore we must imagine ourselves placed at a 
particular point of time in a particular economic environment. 
But this does not mean that the cost function we are in search 
of is a statement of the aggregate costs which would be involved 
in producing various quantities of our commodity at that 
particular point of time. Rather, starting at that particular 
point—the present instant—I ask: ‘“‘ What would be the aggre- 
gate cost of producing a unit per month if whatever time was 
necessary from now on was allowed for industry to adapt itself 
to producing a unit per month? what would be the aggregate 
cost of producing a unit per month if industry was adapted to 
that output? andsoon.” In Marshall’s language, I am concerned 
with the long-period or normal relation between output and cost, 
not with any short-period relation; but by the normal relation I 
mean the relation that is normal now in the existing state of the 
world, not with the relation which would have been normal 
100 years ago or will be normal 100 years hence. 

2. The concept of a cost function thus set out is still not 
free from ambiguity. For, since the adapting of an industry to 
any particular scale of production is liable to cover a certain 
period of time, circumstances external to the industry may 
intervene and modify costs in it during the course of the period ; 
and, since the period required for adaptation may be different 
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for different scales of production, the modifications thus introduced 
may be different for different scales. Thus, suppose that one year 
is required for adaptation to a scale of 20 units per month, but two 
years for adaptation to a scale of, say, 30 units permonth. It may 
happen that in the second year some pure scientist, wholly uncon- 
cerned with the industry, makes a discovery which revolutionises 
its technique. Are we to take account of that discovery in drawing 
up our normal schedule (or function) of aggregate costs? If 
that schedule is to have logical coherence the answer is clear. 
It must mean the list of aggregate costs which would have been 
involved in producing such and such quantities of output after 
appropriate intervals of time, if no inventions (or other relevant 
changes) had taken place except such as are consequent upon the 
decision to produce the commodity on any given scale. The 
same point may be put more generally thus. All changes in 
costs that occur independently of variations in the scale of output 
of our commodity, variations, that is to say, which would have 
taken place even if that scale had remained unchanged, do not 
concern us. Thus, if a change of taste were to cause the bulk of 
good wheat land to be withdrawn from wheat and devoted to 
parsnips, so that, on the land left for wheat, more labour than 
before had to be spent to raise a given number of bushels, that 
change in labour cost would lie outside our province. Again, if 
general developments in industrial technique, banking and 
transport so operated that the real cost per unit of producing 
bicycles would diminish whatever quantity was being produced, 
that change also is irrelevant. We are concerned exclusively 
with variations in aggregate cost associated with and due to 
variations in the scale of output of our commodity. This re- 
striction in the guesitum may well prove embarrassing to anyone 
who is seeking to determine from statistics what the cost function 
for a commodity has been at some period in the past. But it is 
logically coherent; and to a person attempting to frame a cost 
function, so to speak, forwards, in reference to the future, it 
will be a help rather than a hindrance; for it lessens the range of 
his speculative survey. 

3. The next step is to obtain a clear idea of what precisely, 
for the purposes of a cost function, costs should be taken to mean. 
If we were concerned with a commodity produced by labour 
alone and if all workpeople were exactly similar, it would be 
natural and proper to measure costs in terms of the quantity of 
labour employed. But in real life practically all commodities 
are produced by the joint operation of several different factors of 

No. 146.—voL. xxxvil. 
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production, and it may well happen that the proportions in which 
these are severally employed are different for different scales of 
output. Hence some common unit is required by means of 
which a combination of, say, the use of so much labour, of so 
much capital and of so much land can be expressed in a single 
figure. There is no difficulty about this provided that, for the 
period relevant to our problem, the relative values of the several 
factors of production remain constant. Thus, suppose that 
throughout that period a units of factor A are worth b units of 
factor B and c units of factor C. Then, whatever combination 
of units is employed at successive points on the production scale, 
the total cost can always be expressed unambiguously in terms of 
units of A or of Bor of C. In whatever terms it is expressed, the 
total cost, as between two quantities of output, will always be 
shown as varying in the same proportion. Thus, suppose that 
for 500 units of output we employ a units of A, b units of B 
and c units of C, and for 1000 units of output 2 @ units of A, 4b 
units of B and 3c units of C. Then, given that a units of A are 
throughout equal in value to b units of B and to c units of C, the 
change of cost in terms of A units is from 3 a to 64. a: in terms 
of B units from 3 6 to 64.6; in terms of C units from 3 c to 6} c. 
There is thus no ambiguity about what variations of cost mean. 
If, however, the relative values of the several factors of production 
vary over the period of our problem, the case is otherwise. The 
variations in aggregate cost which correspond to given variations 
in aggregate output will be given differently according as we 
measure costs in terms of one or another factor. This is easily 
seen by reference to the preceding example. Let us suppose 
again that the cost of producing 500 units of output is a units of 
factor A plus b units of B plus c units of C, while that of producing 
1000 units is 2 a units of A plus 4b units of B plus 4 ¢ units of C. 
As before, let a units of A, b units of B and c units of C all have 
equal values where 500 units of output are being produced; but, 
where 1000 units of output are being produced, let a units of A 
be worth ? b units of B and 1} c units of C. Then, if we measure 
in terms of factor A, the aggregate cost of producing 1000 units 
of output is *2 times that of producing 500 units: if we measure 
in terms of factor B, the corresponding figure is 73: if in terms 
of factor C it is #3. It is evident that this example merely 
illustrates a general rule; and that there is here a difficulty 
which must somehow be resolved. 

4, Provided that no changes in the relative values of the 
diverse factors of production occur except such as are due to 
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causes external to the industry under review, the difficulty is 
not serious. If in the industry the period required from the 
present moment to make adjustment to various scales of pro- 
duction is nil, there is no difficulty at all. If the period for 
making adaptation is the same for all scales of production, say 
one year, we ought strictly, throughout our table of costs, to 
reckon the relative values of the several factors, not as they are 
now, but as they will be a year hence. If the periods of adapta- 
tion for different scales of output are different, one year for one 
scale, two years for a second and three years for a third, we ought 
to make our calculation with reference to relative values as they 
stand at some one point of time; but what point of time shall 
be chosen is a matter of arbitrary choice. Practically speaking, 
these adjustments cannot be made. We have to postulate that 
for periods relevant to our problem causes extraneous to the 
industry under review will not substantially alter the relative 
values of the several factors of production, and to make our 
calculations on the basis of the present state of those relative 
values. It is not likely that, by doing this, we shall fall into any 
serious error. 

5. When, however, the conditions are such that changes in 
the relative values of factors of production are liable to occur in 
consequence of changes in the scale of production of an industry, 
there is no satisfactory way of measuring real costs in terms of a 
common unit. For suppose, as before, that, when 500 units of 
output are being produced, a units of factor A, b units of factor B 
and ¢ units of factor C have equal values, but that, when 1000 
units are being produced, a-units of A, 3 b units of B and 1} ¢ 
units of C have equal values. There is no reason, in reckoning 
aggregate real costs, for preferring either of these relative valua- 
tions to the other. But, according as we choose the one or the 
other of them, the ratio between the aggregate cost of producing 
500 units and 1000 units will appear entirely different. On the 
data of § 3, with the former valuation 1000 units will cost 2}th 
times as much as 500 units: with the latter 25th times as much. 
With different data and different shifts of relative values, much 
more widely discrepant results would be obtained. It might easily 
happen, for example, that, while on one system of relative valua- 
tion 1000 units would appear to cost much more than twice as 
much as 500 units, which implies that the average cost per unit 
rises greatly as output grows, on the other system they would 
appear to cost less than twice as much, which implies that the 
average cost per unit falls as output grows. There would be no 
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real significance in the result whatever it might be; for its nature 
would depend, not upon the facts, but upon an arbitrary choice 
of technique. There is no way, whether on lines familiar to 
students of index-numbers or otherwise, by which the difficulty 
can be successfully overcome. I conclude, therefore, that, when 
changes in the relative value of factors of production are liable 
to occur in consequence of changes in the scale of production of 
an industry, it is not possible to assign a clear meaning to costs, 
and, therefore, is not possible to construct a costs function. 
Hence I am forced to confine my study to commodities which 
individually employ so small a proportion of each of the several 
factors of production that no practicable changes in the scale of 
their output could sensibly affect the relative values of these 
factors. 

6. Having thus outlined the scope of our inquiry, we have 
next to study the costs function somewhat more closely. The 
fundamental concept from our point of view is that of an aggregate 
costs schedule; 7.2. the series of aggregate costs that correspond, 
in the sense defined in § 1, to each several quantity of output. 
If y measures aggregate costs and x aggregate output, the funda- 
mental function may be written y = f(x). This function being 
given, it is easy to deduce from it, in respect of any commodity, 
two further functions, which may conveniently be named the 
average costs function and the marginal costs function. Average 
costs per unit being written Y. and marginal costs Ym, the two 
equations required are respectively— 


_ f(z) 
_ U(x) 
It is easy to see that, in conditions such that Yu is constant for 
all values of x, Y» is also constant and equal to Yu for all values 


of x. But, if = is not constant for all values of x, Ya and Yn 


will, for most values of x, have different magnitudes. If the 
average costs curve slopes upwards or downwards throughout 
its length, the marginal costs curve will, throughout its length, 
slope in the same sense as the average costs curve: in other ) 


fle) 
words, if x is positive (or negative) for all values of 2, : a) | 
dx 


will be positive (or negative) for all values of x But, if the 
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average costs curve slopes upwards for some parts of its length 
and downwards for other parts, the marginal costs curve, though 
also sloping sometimes upwards and sometimes downwards, 
will have its turning-points opposite different values of x from 
those that face the turning-points of the average costs curve. 
Thus, if it is asked whether the production of a given commodity 
in respect of a given output obeys the law of increasing costs or 
the law of decreasing costs, the answer will sometimes be different 
according as these terms are used in reference to average costs 
or to marginal costs. It is, therefore, desirable, wherever 
ambiguity is in any way possible, not to use these terms simpliciter, 
but to speak, as occasion may require, of increasing or decreasing 
average costs and of increasing or decreasing marginal costs. 
Since, when one of these sorts of costs is constant, the other must 
be constant also, the term constant costs may be used without 
risk of confusion. 

7. Our first problem is to determine whether it is possible for the 
class of commodity here under review to display increasing costs. 
Since, ex hypothesi, an increase in the scale of output involves no 
change in the relative value of the several factors of production, 
there is nothing to prevent producers from meeting an enlarged 
demand by increasing the quantities of all the factors employed 
(including, of course, managing ability) in exactly equal propor- 
tions. But it is impossible to conceive of any way in which an 
addition of 10 per cent. to output could require an addition of 
more than 10 per cent. in the quantity of all the factors at work. 
Unless, however, other arrangements of factors involve less real 
cost than is involved in a 10 per cent. increase in each of them, 
the 10 per cent. increase of each of them will be the method 
which it pays producers to adopt. Hence, with this class of 
commodity, it is impossible for production anywhere to take 
place under conditions of increasing costs. In this matter my 
conclusion agrees with that reached by Professor Sraffa in his 
recent article.? 

8. Professor Sraffa also maintains, however, that, under com- 
petitive conditions it is impossible, or at least extremely unlikely, 
that production will anywhere take place under conditions of 


1 The term increasing costs as used here is, of course, equivalent to diminishing 
returns, when that phrase is applied to the production of particular commodities 
(and not to the yield of a particular factor of production, other factors being 
assumed constant), and the term diminishing costs to increasing returns. 

2 * The Laws of Returns under Competitive Conditions,” Economic JOURNAL, 
December 1926. Cf. also the fuller exposition of his views in the Annali di 
Economia, Vol. II. No. 1. 
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decreasing costs. He argues that decreasing costs can only 
result from the development, in consequence of an enlarged 
scale of output, of either internal or external economies. He 
admits that, where monopoly prevails, as, for example, in the 
provision of a railway service, internal economies may operate 
with sufficient force to evoke them. Under competitive con- 
ditions, however, internal economies cannot occur in a relevant 
manner, because, if they did, the equilibrium necessary to com- 
petitive conditions would disappear and monopoly would super- 
vene. Hence there only remain external economies. These are 
admissible in point of logic; but, Professor Sraffa argues, as a 
matter of fact, the external economies of real life are almost 
wholly general in character, arising out of industrial progress as 
a whole, and not out of expansion in the scale of particular 
industries. It is, he asserts, highly improbable that a small 
increase in the scale of output of a single industry will lead to a 
growth of external economies sufficient appreciably to affect costs 
in that industry. This point of view is clearly important and 
calls for careful study. 

9. We may conveniently consider first a monopolistic under- 
taking. Here it is agreed that large internal economies may 
easily manifest themselves. Two sorts of internal economy may 
be distinguished. First an enlargement in the scale of output 
may cause new methods of management to be introduced, which 
would yield no advantage if the scale were small, but substantial 
advantage if it were large. For example, increased specialisation 
in labour and in machinery and larger and more powerful tools 
may prove profitable; and effort may be made to invent technical 
improvements—inventions in the case of a monopoly are internal 
economies—which it would not have paid to think about in the 
day of small things. Where this class of internal economies plays 
a dominant part, the curves of average costs and of marginal 
costs will both move downwards towards the right by steady and 
fairly slow degrees. Secondly, in certain sorts of industry, the 
conditions are such that it is impossible to produce even one 
unit of output without incurring a very heavy cost for apparatus, 
but, when provision is made for supplying one unit, the addition 
to cost involved in the production of further units is relatively 
very small. Examples are the striking of medals, to provide 
even one of which a dye must be made ; the production of a printed 
book; the service of transporting goods by rail between two 
distant places. It is not denied that, when a large output is 
being catered for, the apparatus will often need to be more 
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elaborate and costly than would be wanted for a small output. 
All that is postulated is that the cost of providing the minimum 
possible apparatus is very large relatively to the cost of using 
it in making a unit of the product proper to it. When this is so, 
the curveof average costs will slopedownwards towards the right in 
a form approximating to that of a constant cost curve (rectangular 
hyperbola); and the curve of marginal costs will, for the first 
unit of output, show a cost equal to the whole cost of the apparatus, 
and will then drop very steeply to a very low level, at which it 
will continue to move towards the right more or less parallel to 
the base line. For example, we might suppose that to carry the 
“ first ’ hundredweight of coal by rail from X to Y would cost 
£100,000, while to carry each subsequent hundredweight up to, say, 
10 million would cost 6d. It will be noticed that in this example 
- there is present, at all events up to 10 million units, decreasing 
average costs, but after the second unit constant marginal costs. 

10. I turn next to those industries operating under conditions 
of competition, to which Professor Sraffa’s argument directly 
applies. What he says about internal economies must be accepted. 
The representative firm must be conceived as one for which, under 
competitive conditions, there is, at each scale of aggregate out- 
put, a certain optimum size, trespass beyond which yields no 
further internal economies. The question we have to decide, 
therefore, is whether he is right in denying that external economies 
special to particular industries may be looked for in a measure 
adequate to establish conditions of decreasing costs. On the 
face of things it appears, in accordance with his contention, very 
improbable that a small increase in the scale of production of one 
industry should lead to any appreciable external economies, such 
as inventions, improved technique, increased specialisation among 
the makers of the machines used in the industry and so on. 
This appearance is, however, seen on closer reflection to be 
illusory. Nobody, of course, imagines that a small addition to 
the scale of output will lead to more than a small increase of 
external economies. What signifies, however, is not the absolute 
size of this increase. It is the ratio between this increase, ex- 
pressed as a proportion of previously existing costs, and the 
increase of output, expressed as a proportion of previously 
existing output; and there is no reason why the ratio be- 
tween two quantities which are both of the second order should 
not itself be of the first order. The point is easily illustrated. 
Imagine an industry so constituted that it can produce 100,000 
units of commodity for £100,000 and 200,000 units for £175,000, 


196 THE ECONOMIC JOURNAL [JUNE 


and that the fall in the marginal cost of production over this 
range takes place at a constant rate. Then it is easy to see that 
the cost of production of 100,001 units will be £100,000 plus 
19 9-0°*ths of a £, i.e. £100,000 19s. 11-9988d. Thus the external 
economies due to the addition of one unit of output to the original 
160,000 units amounts to only -0012 of a penny spread over the 
whole industry. This, looked at in itself, seems to be a negligible 
saving; but it is not really negligible. For, as the arithmetic 
of my example shows, if it is steadily maintained, a doubling in 
the scale of output involves a 12} per cent. fall in average costs. 
It may, indeed, be suggested in reply that external economies 
are, in fact, introduced per saltum, in such wise that, while large 
increases in the scale on which a commodity is being produced 
may involve substantial economies, small increases involve no 
economies at all. There is, however, in my view, no ground for 
this opinion. There are many elements that go to make up 
external economies, and it seems reasonable to suppose that they 
will be called into play gradually as output increases, in much the 
same way that new purchasers are called into a market gradually 
as price falls. There will not be many persons who purchase 
more tobacco when the price falls by }d. an ounce; but, none the 
less, we do not expect to find tobacco sales absolutely constant 
until prices have fallen, say, by 2d. and then suddenly jumping 
forward. I hold then that the above line of argument in depreca- 
tion of external economies misses its aim. There is no reason to 
deny that increases in the scale of production of particular com- 
modities may bring about external economies in the industries 
making those commodities sufficient to insure markedly decreasing 
average and marginal costs. This is all that an analytical study 
can tell us. To determine the actual content of any part of the 
cost function for any commodity would necessitate a very difficult 
combination of statistical research and intelligent guess-work, 
which might, indeed, even in skilful hands, fail to achieve success. 

1l. Up to this point I have refrained from using the term 
normal supply schedule. This term signifies the list of prices 
(representing real payments) which are required, time being 
allowed for necessary adjustments, to call out a regular output 
of various different amounts of a commodity. The normal 
supply schedule so conceived can, of course, be represented 
geometrically by a curve (the supply curve), or algebraically by 
a function (the supply function). We have now to determine 
the relation between it and the curves (or functions) of average 
costs and of marginal costs which were described in § 6. It is 
easy to see that, under conditions of private economy, a given 
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quantity of any commodity will never be offered for sale in a 
regular manner at a price per unit less than the average cost of 
production. Therefore, when for any commodity the marginal 
cost of any quantity of output is less than the average cost, the 
supply price will be equal, not to marginal cost, but to average 
cost. If we draw a marginal cost curve and an average cost curve, 
the supply curve will thus coincide with the average costs curve 
where this curve lies above the other. When either curve is 
inclined negatively throughout its length, the other, as was shown 
in § 6 must be so inclined also, and the average costs curve 
must everywhere stand higher than its companion. In this 
case—that of continuously decreasing costs—the supply curve 
will, therefore, coincide throughout with the average costs curve. 
Under constant costs the curves of average costs and of marginal 
costs are identical, and the supply curve will, therefore, coincide 
with both of them. As was argued in § 7, cases of increasing 
costs in the sense given to that term in this article do not occur. 

12. One point only remains. In order to maximise satisfac- 
tion—inequalities of wealth among different people and so on 
being ignored—it is necessary, except in the special case where 
satisfaction is maximised by a nil output, for that quantity of 
output to be produced which makes demand price equal to marginal 
costs, 7.e. which corresponds to the point of intersection of the 
demand curve and the curve of marginal costs. Exception must 
be made for the nil output case because conditions are con- 
ceivable in which the demand curve, coming from above, cuts the 
curve of marginal costs in respect of an output of a units and yet 
the aggregate satisfaction (as measured in money) due to the 
consumption of a units is less than the aggregate cost (as measured 
in money) due to the production of a units. In this case nil 
output is socially preferable to an output of a units. In all other 
cases satisfaction will be maximised by an output corresponding 
to the intersection of the demand curve and the curve of marginal 
costs. Output, however, tends to be carried to the point in 
respect of which the demand curve intersects with the supply 
curve. In conditions of constant costs—since, in these conditions, 
as was shown in § 11, the supply curve and the curve of marginal 
costs coincide—that will be the right point. But in conditions 
of decreasing costs, where the supply curve coincides with the 
curve of average costs, it will not be the right point. Unless the 
State intervenes by a bounty or in some other way, output will 
be carried less far than it is socially desirable that it should be 


carried. 
A. C, Pigou 
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Tuts Report is, in the main, a vindication of the British 
system of taxation as it now is. Each tax in turn is considered, 
popular fallacies about each are dissipated, and the Committee 
conclude that all is for the best. In only two cases do they 
hesitate—the Sugar Duties and the Stamp Duties. They pick 
out the former—rightly, in my opinion—as probably the first 
national tax which ought to go. As regards the latter, they do 
not do more than express a hesitation, a doubt whether these 
duties may not slightly interfere in a way which does harm 
rather than good with the free mobility of capital. It is satis- 
factory, however, to see that the Committee are justly severe on 
the argument that, if the reduction of the duty on cheques from 
2d. to 1d. were to increase their use at the expense of the note 
circulation, this would justify a reduction in the level of our 
normal gold reserves. For this is a popular fallacy which over- 
passes the limits of excusable error. 

With this vindication of our Tax System most economists— 
especially in the light of the new statistical evidence with which 
the Committee support it—will, I think, concur. When we 
discuss or criticise the efficiency of Government and the ability 
of officials, we seldom do full justice to Somerset House, one of 
the best run and most useful institutions in the country, a 
remarkable creation of the British genius for administration. It 
is impossible to read the contributions to the proceedings of the 
Committee by Sir Richard Hopkins and Mr. W. H. Coates, of 
whom the latter is now unfortunately withdrawn into private 
business, and of the part obviously played in the preparation of the 
Report by the Committee’s secretaries, Mr. G. R. Hamilton and 
Mr. G. Ismay, one of whom, however, is now, I think, with the 
Customs, without feeling that Somerset House understands its 


business. 
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The most important practical conclusion to be drawn from 
the vindication is that we are not, at the present time, beyond 
the limits of direct taxation as an efficient fiscal instrument, as 
many, not unnaturally, have supposed us to be. Our direct 
taxes are exceedingly unpleasant to the rich individuals on whom 
their full weight falls, and they probably have some unfavour- 
~ able reactions on the national savings, since they transfer wealth 
from the class which is the most likely to save its surplus,— 
though even this objection will be mitigated if the Government, 
to whom the money is transferred in the first instance, 
itself saves it in some shape by directing it into productive 
channels. But apart from these consequences there is little 
or no evidence of the indirect harm which is often attributed 
to high income tax and death duties. As Professor Pigou 
put it in evidence, “‘from a distributional point of view, it 
would plainly be best to take nearly all your money from the 
rich people, but that might be so bad from a productive point of 
view that the poor people would in the end be damaged.” It 
might be, and the rich always hope that itis. But the Committee 
conclude that, at present at least, it is not. 

In particular the Committee endorse, practically without 
reserve, the unanimous opinion of the economists who gave 
evidence that income tax is not shifted and does not lead to higher 
prices to the consumer, as against the almost equally unanimous 
opinion of the business men to the contrary. The data at the 
disposal of Mr. Coates have enabled for the first time the @ priori 
conclusion of the economists to be subjected to a statistical test 
—and the test whatever it may be worth is very interesting indeed 
—from which it emerges undamaged. The Committee “‘ conclude 
that the broad economic argument” (that income tax is not 
shifted) ‘‘ is true over practically the whole field and for practically 
the whole of the time, any exceptions being local or temporary 
and insufficient to invalidate it.” 

There are many other popular fallacies, put into circulation by 
those who suffer from high taxation, which, as I have said above, 
the Report seeks to disperse. There is no evidence that post-war 
income taxes have driven individuals or businesses abroad on a 
scale worth troubling about, or that death duties break up 
businesses through the strain of finding ready cash to meet them, 
though the troubles of landed proprietors are partly admitted. 
In short, the Committee have reached the unpopular conclusion 
that our taxation is not too high—from which it follows, though 
this they do not underline, that it would not be right to diminish 
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Income Tax and Death Total Direct Taxes. 
Super-tax. Duties. Inhabited 
Income. House Tea. Sugar. Tobacco, 
Duty. 
Income Income half | Income half Income Income half 
wholly earned half earned half wholly earned half 
earned. investment, | investment. investment. 
50 8 0 8 0 13 0 12 0 16 0 
100 _ i 6 1650 14 3 14 0 2.32 
150 — 118 0 46 46 22 6 15 0 14 6/ 160 
200 116 8 116 8 29 0 76 242 413 2 15 0 15 0 18 0 
500 16 010 16 010 6301 18 6 17 610 23 610 15 0 15 0} 118 0 
1,000 4516 8 4516 8 1660 300 4816 8 65 2 8 15 0 15 0 a2 4 
2,000 9113 4 9113 4 3214 0 415 0 96 8 4 129 2 4 15 0 15 0 290 
5,000 229 3 4 229 3 4 103 11 0 900 238 3 4 34114 4 15 0 15 0 216 0 
10,000 458 6 8 458 6 8 25117 0/15 0 0 473 6 8 72 3 8 15 0 15 0 216 0 
20,000 91613 4 91613 4 549 9 0/98 0 0 94413 4] 1494 2 4 15 0 15 0 216 0 
50,000 2,291 13 4] 2,29113 4] 1,607 5 0] 55 284613 4] 3,953.18 4 15 0 15 0 216 0 
1913-14 
50 - 8 0 8 0 12 3 62}110 
100 150 150 13 4 72 110 0 
150 _- 118 0 46 46 22 6 14 2 7 6) 115 0 
200 7 6 11 8 280 7 ¢ 15 0 372 14 2 7 8! 117 0 
500 12 0 0 17 42 8 3 0 ae 13 5 0 2612 2 14 2 78 210 0 
1,000 3710 0 4718 4 2010 0 300 4010 0 718 4 14 2 7 8 215 0 
2,000 7% 0 0 95 16 8 4919 0 415 0 7915 O 15010 8 14 2 7 8 35 0 
5,000 29113 4 29113 4 14410 0 900 300 13 4 445 3 4 14 2 7 38 315 0 
10,000 758 6 8 758 6 8 37117 0/15 0 0 773 6 8| 1,145 3 8 14 2 7 8 315 0 
20,000 1,591 18 4), 1,591 13 4 935 5 0] 28 0 161913 4] 255418 4 14 2 2 315 0 
50,000 4,091 13 4] 4,091 13 4] 2,588 4 0] 55 0 4,14613 4] 6,734 17 4 14 2 7.8 315 0 
1918-19 
100 140 14 0/1 8 0/214 0] 260 
150 116 0 46 46 20 6/112 10 $60 
200 29 0 7 6 7 6 216 6/115 5 6 420 
500 3315 0 43 2 6 760 1&8 35 0 0 5113 6)115 0/3 6 6 49 0 
1,000 146 5 0 165 0 0 1714 0 300 149 5 0 18514 0/115 013 6 6 600 
2,000 450 0 0 487 10 0 4219 0 415 0 45415 0 535 40/115 0!13 6 6 613 0 
5,000 1,787 10 0} 1,787 10 0 127 0 0 9 O| 1,796 10 0} 192310 0]115 0; 3 6 6 8 3 0 
0,000 | 418710 0] 4,18710 0} 37719 0] 15 0 0} 420210 4,580 9 0/115 0/3 6 6] 900 
20,000 | 9,437 10 0] 9,43710 0 933 0 0/ 28 0 9,465 10 0] 10,398 10 0/115 0/3 6 6] 9 0 O 
50,000 | 25,187 10 0 | 25,187 10 0} 3,82619 0] 55 0 0 | 25,242 10 0/ 29,069 9 0/115 0/3 6 6 900 
1923-24 
100 13 0/1 10,310 0} 215 0 
150 115 0 115 0/12 8/43 0} 400 
200 250 5.0 5 0 210 40/480 415 0 
500 15 3 9 18 0 617 0 12 6 1516 3 2 9 6/1 4 0/412 0 500 
1,000 106 6 3 117 11 3 17 6 0 210 0 108 16 3 137 7 3)1 4 0/412 0 615 0 
2,000 308 16 3 331 6 3 4915 0] 415 0 313 11 3 385 16 3/1 4 0/412 0] 710 0 
5,000 1,346 6 3] 1,346 6 3 205 14 0 9 0 O| 1,355 6 3] 1561 0 3/1 4 0/412 0 913 0 
10,000 3,571 6 3] 3,571 6 3 592 0 0] 15 0 O/} 3,586 6 3] 4,178 6 3}/1 4 0/412 0/10 4 0 
20,000 8,321 6 3] 8,321 6 3] 1,808 9 0] 28 0 O| 8349 6 3/10,15715 3} 1 4 0/412 0/10 4 0 
50,000 | 23,821 6 3 | 23,821 6 3] 689412 55 0 23,876 6 3] 3027018 3} 1 4 0/412 10 4.0 
1925-26 
100 120 120] 0/127 6] 916 0 
150 114 Inhabited 11440 12 0/2 3 9 400 
200 2650 House 250 12 8 8 415 0 
500 10 3 4 1468 615 0 Duty 10 3 4 2118 12 91/2 7 6 500 
1,000 | 81 3 4] 9716 8} 17 3 0| Polished) 7 3 4] 11419 8] 12 9/2 7 6| 615 0 
2,000 26410 0| 281 3 4 6418 0| Finvnce | 26410 0] 346 1 4] 12 9/2 7 6] 710 0 
5,000 1,095 15 0} 1,095 15 0 316 3 0] Act, 1924.| 1,095 15 0} 1,411 18 0 12 9/2 76 913 0 
10,000 2,995 15 0] 2,995 15 0 89017 0 2,995 15 0] 3,886 12 0 12 9/2 7 6/10 4 0 
20,000 7,370 15 7,37015 2,253 18 0 7,370 15 9,62413 0 12 9/2 7 6/10 40 
50,000 | 22,120 15 0 | 22,12015 6,62118 0 22,120 15 0 | 28,742 13 0 12 7 40 
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CT Taxation To SpecimEN INcoMES 


id Ff to have three children under the age of sixteen. 


b] Total Taxation: Percentage of Income 
Total Taxation. 
Alcoholic | Enter- 8k = Total 
Drinks. tain- [as 3s Indirect Income wholly Income half earned 
ments. |SpeS=| Taxes. earned. half investment. 
d 3 3 33 Income Income half 
38 wholly earned. 
38 ° earned, investment. | Direct. | Indirect.} Total. | Direct. | Indirect.| Total. 
26 0 ¢ 470 470 415 0 87 87 0-8 87 9-5 
300 = 20| 512.3 512 3 6% 5-6 5-6 1-2 56 6:8 
} '310 0 _ 3 0 6 8 6 613 0 811 0 0-2 43 45 1-4 43 57 
450 a 40 770 911 2 12 0 2 1d 3-7 48 23 37 6-0 
; 565 0 _ 40 817 0 26 210 32 310 35 18 53 47 1:8 65 
800 _ 4 0] 1115 0 6011 8 7617 8 49 1:2 61 6-6 1-2 78 
1410 0 _ 40 1813 0 1145 14 14715 4 48 0-9 5-7 65 0-9 74 
290 0 _ 40 33 10 0 27113 4 375 4 4 438 0-7 55 6-8 07 75 
29 0 0 ~_ 40 3310 0 506 16 8 758 13 8 47 0-3 5-0 73 0-3 76 
20 «0 _ 40 3310 0 978 3 4] 1,52712 4 47 0-2 49 75 0-2 77 
290 0 — .4 0 33 10 0] 2,380 3 4] 3,987 8 4 47 O1 48 79 O1 8-0 
200 10 405 405 48 5 8-0 80 08 80 88 
2165 0 20 612 6 54 1-2 54 6-6 
35 0 3 0 692 0-2 4-2 44 14 4:2 5-6 
400 _ 40 7 210 71710 1010 0 0-4 36 40 17 3-6 53 
500 — 40 8 15 10 22 010 35 8 O 26 1:8 4-4 53 18 71 
710 0 _ 4 0] 111010 52 010 8219 2 40 1:2 5-2 4 1:2 8-3 a 
1310 0 — 40 18 010 97 15 10 168 11 6 40 0-9 49 75 0-9 84 
2710 0 _ 40 32 10 10 333 4 2 477 14 2 6-0 0-7 6-7 8-9 0-7 9-6 
2710 0 _ 40 32 10 10 805 17 6] 1,177 14 6 V7 0-3 8-0 115 0-3 118 
2710 0 _- 40 3210 10] 1,652 4 2] 2,587 9 2 81 0-2 8-3 128 0-2 13-0 
2710 0 4 321010] 4,179 4 2] 6,767 8 2 83 01 8-4 13-5 0-1 13-6 
215 0 5 6 10 0 917 6 917 6 9-9 99 1-2 9-9 
450 7 @ ll 6 13 2 6 13 7 0 15 3 0 0-2 8-8 9-0 14 8S 10-2 
55 0 14 0 15 9 0 1516 6 18 5 6 0-2 77 79 14 77 
5600 1l 6 15 0 1517 0 5017 0 6710 6 70 3-2 10-2 10-3 3-2 13-5 
710 0 17 0 15 0 20 3 6 169 8 6 20517 6] 149 2-0 16-9 18-6 20 20°6 
1115 0/110 0 15 0 2514 6 480 9 6 560 18 6 | 22-7 1:3 24°0 26-8 13 28-1 
20 00;2 00 15 0 $519 6] 1,832 9 6] 1,959 9 6] 35-9 0-7 36-6 38-5 0-7 39-2 
36 0 0; 210 0 15 0 53 6 6| 4,255 16-6] 4,633 15 6] 420 0-5 42-5 45°83 0-5 46:3 
36 0 0} 210 0 15 0 53 6 6] 9,518 16 6/ 10,451 16 6] 47-3 0-3 476 52-0 0-3 52:3 
36 0 0/210 0 1m 0 53 6 6 | 25,295 16 6 | 29,122 15 6] 50-5 O1 50°6 58-1 O1 58-2 
600 8 3 419 1419 1549 141 141 1:2 141 
10 0 0 9 0 9 0 20 3 8 20 3 8 2118 8 _ 13-5 135 1:2 13-5 14:7 
1200 10 0 99 23 6 9 2311 9 2516 9 O1 11-7 11-8 1:2 11-7 129 
12 00 40 10 6 24 0 6 3916 9 4910 0 3-2 48 8-0 51 48 9-9 
18 0 0};10 0 10 6 32 16 14017 9 169 8 9] 109 3-2 141 13-7 3-2 16-9 
28 0 0/112 0 10 6 43 8 6 35619 9 429 4 9] 15:7 2-2 17-9 19°3 2-2 21-5 
50 00/2 5 0 10 6 68 4 6] 142310 1,629 4 9] 27-1 14 28-5 31-2 1-4 32-6 
100 0 0/215 0 10 119 & 6] 3,705 11 9| 4,297 11 9] 35-9 1-2 37-1 41:8 1-2 43-0 
100 0 0) 215 0 10 6] 119 & 6] 8468 11 0 41-7 0-6 42-3 50°83 0-6 51-4 
100 0 0/215 0 10 6] 119 5 6 | 23,995 11 9 | 30,390 3 9] 47-8 0-2 48-0 60°5 0-2 60-7 
6 56 0 3.0 6 1117 6 1117 6 1219 6 11-9 11:9 11 11-9 13-0 
10 3 0 40 6 6 179 8 79 3 19 3 3 _ 11-6 116 11 11-€ 12:7 
12 3 0 5 0 6 9 20 7 9 2212 9 10-2 10-2 10-2 11-3 
12 0 0 12 0 6 9 2019 0 31 24 42 0 8 2-0 4-2 6-2 4:2 4:2 8-4 
18 00/100 6 9 29 20 110 5 4 144 1 8 81 2-9 11-0 115 2-9 14-4 
28 0 0,112 0 6 9 40 9 0 304 19 0 38610 4] 13:2 20 15°2 17°3 2-0 193 
50 0 0/2650 6 9 65 5 0} 1,161 0 0} 1,477 3 0} 219 1:3 23-2 28-2 13 29°5 
105 0 0/215 0 6 9/ 121 6 0} 3,117 1 0} 4,00718 0] 30-0 1-2 31-2 38-9 1:2 40-1 
105 0 0) 215 0 6 121 6 O} 7,492 1 9,74519 36-9 0-6 37-5 48-1 0-6 48-7 
105 0 0/215 0 6 121 6 0 | 22,242 1 0 | 28,863 19 44-2 0-2 0-2 57-7 
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admittedly useful expenditure, on such things as education and 
social insurance and health services, merely in order to reduce it. 
The Committee’s final summing-up is worth quoting: 


The burden of direct taxation, while we do not wish to belittle it, is less 
crushing than is frequently represented. It does not, with trivial excep- 
tions, enter directly into prices, and its indirect effects are not such as 
substantially to affect the general price-level. It has a materially adverse j 
effect on savings, but this does not hold good so far as the receipts are 
applied to payments on account of the internal debt. Again, it has widely 
diffused psychological .4ects, and has been responsible for a good deal of 
discouragement, while trade has been suffering from long-drawn-out depres- 
sion due to wider causes; on the other hand, some of the psychological 
effects have been actually beneficial. In our opinion the present taxation 
—even in conjunction with the loss of material wealth due to war expen- 
diture, which lies behind the National Debt—is not one of the main causes 
of industrial difficulty. . . . So far as taxation is concerned, we think that, 
if general conditions improve and times become more prosperous, the burden 
will be carried with comparative ease. We base our conclusions, not on 
preconceptions, but on the long analysis contained in the foregoing part 
of our Report, in the light of which they must stand examination. We may 
perhaps remark that the view which we take is more optimistic than the 
view which attributes to taxation a very large responsibility for the present 
industrial position; for, while there is little prospect of any great lightening 
of the tax burden in the early future, there is legitimate hope that in many 
respects more general conditions, both at home and abroad, may improve. 


There is one interesting anomaly in the distribution of the 
burden of taxation which emerges from the Committee’s inquiry, 
but to which they do not invite particular attention. The Com- 
mittee have endeavoured to calculate for various years the per- 
centage of his income which a normal member of each income-range 
class pays in direct and indirect taxation taken together. The 
table is of such very great interest that I reproduce it in full on 
pp. 200-1. From this it appears that recent concessions to small 
income-tax payers have had the effect of bringing down the 
aggregate taxation paid by those with incomes in the neighbour- 
hood of £500 to a much lower percentage of their income than 
is paid either by those who are somewhat poorer or by those 
who are somewhat richer than themselves. Whereas a man with 
an earned income of less than £200 or more than £1,000 pays in 
taxation at least 10 to 11 per cent. of his income, the man with 
an earned income of £500 pays only 6-2 per cent. The anomaly 
has always existed to a certain extent, but recent tax-changes 
have increased it. 

As regards the taxation of the very rich, the Committee make 
clear how advanced this now is by estimating what annual 
insurance premium would have to be paid in order to defray the 
Death Duties. For example, a man with £1,000,000 invested at 
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5 per cent., who wishes to leave his million intact for his heirs, 
has to pay away altogether about £36,000 from his nominal 
income of £50,000, leaving him with £14,000 per annum for 
himself. The number of millionaires in Great Britain would seem, 
by the way, to be of the order of 250, and the number of those 
with more than £50,000 a year somewhat more than 500. This 
strikes one as rather small compared with the army of nearly 
9,000 individuals who admit to having an income of more than 
£10,000 a year. Nearly 30 per cent. of the income of the very rich 
comes from directors’ fees and other so-called earned income. It 
is obviously now almost impossible to become a millionaire 
except by means of increments of wealth which in one way or 
another escape tax. 

The Committee follow Mr. Coates in estimating the national 
savings (in 1924) at £500,000,000 per annum, which, allowing 
for the change in the value of money, is, they think, about 
£150,000,000 less than the corresponding figure before the war. 
This is very near to the estimate of Professor Bowley and Sir 
J. Stamp for the same year, namely, £475,000,000. Mr. Coates, 
who claimed that his aggregate was correct within 10 per cent., 
explained that the details of it were made up as follows : 


£ 
millions. 

Internal new issues for investment in the United Kingdom . 89 

Internal new issues for investment abroad . 135 

Addition to National Savings Certificates . 3 
Increase in Treasury holdings of Bonds tendered in payment 

Investments sold by the banks . 35 

New houses ‘ 35 
Profits not distributed by companiee and but 

invested in own businesses; and miscellaneous . - . 194 


500 


This is a net addition after allowing for the depreciation of 
obsolescent goods, and it does not include such things as house 
furnishings. The figure is a very considerable one. The national 
wealth at the present time, so far as it can be measured in money, 
probably does not exceed £24,000,000,000; so that, on the above 
computation, it is increasing at about 2 per cent. per annum, at 
which rate it will have increased by 50 per cent. within twenty 
years from now. During the same period the increase of the 
population is not expected to exceed 5 to 8 per cent. Thus we 
have a prospect of abundant resources available for new housing 
and new public utilities, if only we can learn how to absorb and 
employ them. 
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The most interesting item in Mr. Coates’ table, and possibly 
the most accurate, since it is based on definite figures in the hands 
of Somerset House, is the amount retained in the business by 
companies and private traders, namely, £194,000,000. I should 
like to add that, whilst his total is very likely about right, the logic 
of the table is open to criticism. Having rightly excluded the 
amount devoted to the Sinking Fund, since this releases resources 
for investment under his other headings, why does Mr. Coates 
include the addition to National Savings Certificates and the 
Bonds tendered for Death Duties? The correct addition in 
respect of the activities of the Exchequer seems to me to consist 
in the amount of productive capital expenditure by the State 
not covered by his heading of “‘ internal new issues.” 

Mr. Layton’s estimate (August 1924) as to who holds the 
internal National Debt emphasises the above conclusion as to the 
importance of the activities on capital account of institutions as 
distinguished from individuals : 


£ 
millions. 
British Joint Stock Banks and Foreign Banks with offices in 
London (including an estimate of £100 millions of Treasury 
Bank of Eagiand 70 


Post Office Savings Bank (£285 millions lees £120 witlinnn-i in 
guaranteed or other securities not forming part of the dead- 
weight debt) and Trustee Savings Bank (£80 millions, less 
£30 millions) . 3 215 

Government Securities purchased for the 
Savings Banks (£210 and Trustee Banks 


(£30 millions) 240 
Treasury Note Reserve . 240 
Ways and Means Advances (Public Departnenta, £160 millions, 

less amount included under Treasury Note Reserve), say . 70 
Railway Companies . 80 
Add to preceding items to being to one wales 


Balance of Treasury Bills not included above, ond held by 
various concerns, bill brokers, and others needing liquid 
resources, largely as part of the floating money system of 


the country . 300 
Held by private persons liable to ‘Estate Duty ; . 2,350 
Held by foreigners, trusts, charities, trade unions, joi stock 

6,592 


Before we leave the statistical material of the Committee’s 
Report, Mr. Coates’ very interesting estimate of rates of profit 
on turn-over, given in his Memorandum on “ Incidence of the 
Income Tax,” printed in the volume of Appendices, must be 
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mentioned. Mr. Coates points out that calculations of rates of 
profit on turn-over are particularly valuable for comparative 
purposes between different dates and different industries because 
they are free from the difficulties of capital valuation and of 
changes in the value of money. His results can be summarised 
as follows : 


Average rate of profit per 
Industrial Group. cent. of turn-over. 

1912-13. 1922-23. 
Cotton 7:00 2-47 
Wool . 8-19 9-78 
Iron and Steel 7-49 7-74 
Miscellaneous Metal Industries 6:10 5-22 
Food . 2 5:07 7-11 
Wholesale Distribution 3:90 4-14 
Retail Distribution 8-48 5-14 
Average of the seven groups. i 5-80 5-43 


Whilst the reader will do well to consult the original for the 
details, the essence of the results is given above. Mr. Coates 
analyses elaborately the dispersion round the median and the 
mean, showing that the median is, in general, somewhat below 
the mean, being for the seven groups 4-61 in 1912-13 and 4-11 in 
1922-23. The main additional point which emerges from this 
analysis is the magnitude of the dispersion, which is so considerable 
as to do some damage to the conception of the Representative 
Firm. The figures for the seven groups taken together are as 
follows : 


| Median. Lower quartile. | Upper quartile. ion Medien. 
1912-13 4-61 2-53 7:67 3°59 
1922-23 4-11 1-24 8-46 6-01 


Thus whilst profit on turn-over is, on the average, much what 
it was, it is decidedly more irregular than before the war as 
between one business and another. The unprofitableness of the 
Cotton Industry since the war is brought out very strikingly. 

These results have been made possible by the large number of 
detailed accounts now available in the hands of the Inland 
Revenue Department. “The number of accounts furnished 
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voluntarily,’ Mr. Coates tells us, “‘ now approaches a quarter of 
a million.” Of what incomparable value to economic study and 
to the science and practice of administration the continuous 
analysis of this material and publication of the results would be. 
With but a little development the Statistical Department of 
Somerset House could furnish us with a continuous census of 
production and curve of profit for the whole of British industry. 
Hundreds of thousands of pounds spent on this embryo depart- 
ment would be well spent. As it is, we have an occasional tit-bit 
of information thrown us in an appendix to a Report on another 
subject by a gentleman who is no longer an official. I suspect 
that the scandals of economy are far greater and far more per- 
manently injurious to the public good than the scandals of 
extravagance ever were. 

Upon two main sections of the Committee’s field of inquiry 
I have not yet touched,—the Capital Levy and the Sinking Fund. 

The Committee have dealt with the former in a most judicious 
manner—obviously aiming at, though not reaching, a unanimous 
Report. They admit no objections to a Capital Levy on grounds 
of general principle. They accept a memorandum from Somerset 
House in which “ the Board of Inland Revenue, while they view 
the levy as a task of the first magnitude, do not regard the 
inherent difficulties as too great to be overcome.” They indicate 
that at the right time and in the right circumstances, which may 
have existed immediately after the war, they would support a 
levy. But they reject it on the ground of its disappointing yield 
in terms of its net results in return for what would undoubtedly 
involve a very considerable psychological and business upset. 
Finally, they attach great importance to the extent of the public 
support for such a project. The Board of Inland Revenue, at 
the same time that they admit the practicability of a levy, 
“ illustrate by reference to the success of the Excess Profits Duty 
and the failure of the Land Values Duties the primary importance 
of the attitude of the taxpayer to any large scheme of new taxation. 
They point out very forcibly the dangers that might befall the 
administration of a levy, either if there were systematic obstruc- 
tion or if there were widespread anxiety.” 

The number of individuals with a capital of more than £1,000 
is estimated at 1,500,000; of those with more than £2,500 at 
900,000; and of those with more than £5,000 at 500,000. The 
scale of levy suggested by the Labour Party, which exempts 
estates below £5,000 and takes proportions ranging from 5 per 
cent. to 60 per cent. on the rest, would probably yield about 
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£2,500 millions. A levy which would yield £3,000 millions was 
the most drastic which received support in any quarter. 

Now what would this be worth to the Treasury after allowing 
for loss of revenue from income tax, super-tax and death duties ? 
These necessary reductions bring down the budgetary benefit 
from a gross figure of £150,000,000 (allowing interest at 5 per cent.) 
to a net figure of £60,000,000. It is the magnitude of this reduc- 
tion from the gross saving to the net which has taken most people 
by surprise. This net figure of £60,000,000 is equal to about 1s. 
on the income tax. Most people will agree with the Committee, 
I think, that—at least when income tax is not above 4s. in the 
£—it would be wiser for a Chancellor of the Exchequer to put 
ls. on the income tax than to attempt to impose a Capital Levy 
on an exceedingly drastic scale. 

The illusions under which many of us have rested in the past 
as to the possibilities of a Capital Levy are a special case of a 
general tendency to exaggerate the importance of the National 
Capital as compared with the National Income. The former, 
even if we include in it the whole of the land and natural resources 
of the country, is not above six years’ purchase of the latter. 
Capitalists and Socialists suffer equally from these illusions as to 
the importance of the existing stock of wealth. It is the flow of 
current income and current savings which truly matters. 

Throughout their Report the Committee turn down every 
single one of the bright ideas submitted to them both by the 
present writer and by others. Quite likely they are right to do 
so. Bright ideas within the realm of taxation are seldom worth 
while. There is nothing to, be done wisely except to raise all you 
can in straightforward direct taxation and the balance from 
luxuries and drugs in wide, general use. I do not dissent, there- 
fore, from the negative attitude towards change of the greater 
part of the Report. It is only when the Committee come to 
their own bright ideas, their sole constructive proposals, which 
centre round the Sinking Fund, that I find them speaking with a 
real want of wisdom. 

At present the standard rate of the Sinking Fund is 
£50,000,000 per annum, though for reasons pointed out by the 
Committee this is not generally equivalent to more than about 
£40,000,000 net reduction of debt. They propose that this 
amount should be raised immediately to £75,000,000 per annum, 
and as soon as possible to £100,000,000. The Minority Report goes 
further and recommends £150,000,000. Finally, Professor Hall, in 
a Report of his own, raises it to the equivalent of £300,000,000. To 
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aim at a Sinking Fund of £40,000,000 per annum or thereabouts 
can, I think, be justified on grounds of prudent budgeting. This 
represents about 5 per cent. of the total budget, and a margin of 
this amount can be defended on the ground of being on the safe 
side one year with another, and having some surplus to meet 
contingencies. Any figure in excess of this, however, can only 
be justified on the ground of the importance of reducing the 
National Debt as quickly as we can. In what follows, therefore, 
I shall, in order to make the argument concrete, be comparing a 
Sinking Fund of £100,000,000 per annum with one of £40,000,000. 
The difference between the two, namely, £60,000,000, happens, as 
we have seen above, to represent ls. on the income tax. 

The Committee do not elaborate any adequate philosophy of 
the National Debt. Doubtless they would not dispute that it is 
not a question of the amount of the national wealth but solely of 
its distribution. We should not be a penny the richer, either for 
waging war or for social reform, if, like Germany, we had prac- 
tically no internal debt. If ‘‘ paying off the debt” really made 
us richer, the case for a Capital Levy would, of course, be over- 
whelming. In fact, however, it is simply a question of the dis- 
tribution of the current national income between individuals, and 
of the tax instrument as a factor in modifying this distribution. 
Now the effect of heavy taxes in modern conditions is generally in 
the direction of bringing about a more equal distribution of income. 
The Committee in fact show that the effect of high post-war 
taxation has been somewhat in this direction. For this reason 
the ‘ capitalist °—to use a convenient abbreviation—is apt to 
be opposed to high taxation, and the “ socialist’ to be in favour 
of it. Nevertheless it is not easy to argue @ priori from this what 
their respective attitudes to a heavy Sinking Fund will be. For 
the immediate effect of a heavy Sinking Fund is to aggravate the 
burden of taxation, whilst the manner in which the eventual 
release of budgetary resources will be employed, say twenty years 
hence, is problematical. A posteriori, it seems, the capitalist is 
disposed to favour a heavy Sinking Fund, partly out of his 
ingrained habits of “‘ prudence ” and of preferring the possibility 
of future benefits to the certainty of present ones, and partly out 
of a feeling that a stiff Sinking Fund at any rate locks away for 
the time being available budgetary resources from being spent on 
the doubtful boons of so-called social reforms; whilst the socialist 
also favours one, partly because he looks forward to using later 
on the budgetary resources which will be thus released, and partly 
because, by mere confusion of thought, he thinks that the 
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£1,000,000 daily interest on the National Debt is in some sense 
‘“‘ paid away to the rich ” in a way in which it would not be if 
the Debt is gradually paid off. Both parties are reinforced by the 
good and the virtuous who, out of false analogy with private 
debts, “ feel that it must always be a sound thing to pay off 
debt ”’; so that the economist, who asks in an intellectual spirit 
what after all is the object, is left lonely. 

The weakness of the Committee’s treatment of the question 
is to be found in its being based neither on psychological and 
political grounds nor, on the other hand, on scientific grounds. 
An additional annual burden on the Budget of £60,000,000 is a 
- very important one. It is far in excess of any possible economies, 
other than from drastic disarmament. It is three times the Sugar 
Duty; it is nearly half of the total yield of rates throughout the 
country. If we have £60,000,000 per annum available either 
from an increased yield of the existing taxes or from unobjection- 
able new taxes, there are many things of great public advantage 
which we could do with the money. If the local rates through- 
out the country were half what they are now, would anyone 
seriously propose to double them, in order to increase the Sinking 
Fund from £40,000,000 to £100,000,000? It is odd to find all 
parties agreeing that a large Sinking Fund has the first claim, 
that it is to be preferred, in the words of the Committee, to 
any other “new expenditure of whatever nature,’—unless it 
be for very strong reasons. Yet the only arguments which the 
Committee adduce are of the flimsiest description. 

They are two in number. The first is to pave the way for 
future conversion operations by reducing the rate of interest on 
Government loans. The second is to provide against “ the 
possibility of a future national emergency.” I say that these 
reasons are flimsy because the possible benefit from the first is 
quantitatively very small, and because the second supposed 
advantage is mainly based on a fallacy. 

As regards the first, the Committee have been at pains in a 
previous section of their Report to show that the supposed savings 
to be obtained from conversions over the next twenty years are 
much smaller than is commonly supposed. Apart from this, the 
extent to which the yield on British Government stocks can be 
divorced from the world gilt-edged rate of interest is comparatively 
small—at any rate until the aggregate of the British debt has been 
reduced to so low a figure, as, for example, it was at before the 
Boer War, or as that at which the United States debt now stands, 
that it has a scarcity value for investors who for various special 
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reasons cannot look elsewhere, a result which could not be achieved 
even with a Sinking Fund of £100,000,000 per annum for a great 
number of years to come. Whilst we can possibly look forward 
to more important savings as the result of a fall in the world rate 
of interest, a reduction of } per cent. in our rate below the world 
rate as the result of a heavy Sinking Fund, which is probably the 
utmost we could achieve in that way, would effect a saving of 
only £11,000,000 per annum in the course of more than twenty 
years. Even this would not affect the amount of the national 
wealth, but only the budget problem. 

As regards the capacity to wage a future war, this will depend 
on the flow of national income at the time and on our ability to 
make the whole of the surplus available by taxation, by the 
commandeering of resources and in other ways. It is hardly to 
be supposed that our policy of largely depending on loans adopted 
in the late war will be repeated in the next one; and even if it is, 
the difference between a large and a very large internal debt 
should make a scarcely appreciable difference. It is not as if 
the sums paid off over the twenty years will lie by, so to speak, 
ready to be re-borrowed when they are needed. They will 
have been used like the past flow of other resources, and 
nothing will be available at the time except the current flow of 
resources. 

What then would constitute good grounds for a large Sinking 
Fund? I see three important reasons which might carry weight 
in different circumstances. In the first place, the savings of 
individuals might be inadequate to the national needs, so that it 
would be necessary for some saving to be effected through the 
agency of the Treasury. A compulsory transfer of resources by 
means of taxation from individuals to the State and the employ- 
ment of the proceeds on reduction of debt might be the best way 
of bringing this about. A variant of this state of affairs would 
exist if large capital expenditures were being made on great 
public utilities in excess of what could be borrowed from investors 
at a reasonable rate. A large Sinking Fund, of which the pro- 
ceeds were devoted to productive expenditure, thus gradually 
converting the dead-weight debt into a productive debt, might 
be a sound policy in such circumstances. The Committee, 
however, do not argue that either of these conditions exist at 
the present moment. For my part, I should like to see in- 
creased capital expenditure on public utilities; and if this policy 
were adopted, I would support a larger Sinking Fund, but not 
meanwhile. 
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A third reason for hastening the repayment of the National 
Debt might be based on the expectation that the future burden 
of £x on the taxpayers is likely to be heavier than a present 
burden of £z. Is this in fact likely? I should have thought that 
the opposite is far more likely. As stated above, the expectations 
appear to be in favour of an increase in national wealth of 50 per 
cent. and in population of 5 to 8 per cent. in the next twenty 
years. With normal progress of scientific invention and business 
and economic technique, it is not very optimistic to expect the 
yield of our present taxes to increase by 1 per cent. per annum 
on the average. If this is so—and would not most people agree 
that it is ?—is there any case for burdening the present generation 
of taxpayers or in postponing useful expenditure in the supposed 
interest of those to come? The Committee do not anywhere 
meet the point that, if heavy taxation is the evil to be remedied, 
a Sinking Fund aggravates this evil for many years to come, and 
the eventual benefit will only accrue at a time when it will be 
worth less than it is worth now. ; 

The prospect of falling prices as a reason for paying off the 
debt quickly is considered by the Committee and dismissed. But 
they have not thought it worth while to mention the increase 
in the burden of the National Debt, which occurred whilst 
they were sitting, as a result of the return to gold—pre- 
ferring to cast a decent oblivion over the consequences of 
that act. 

If the burden of the internal National Debt is a matter of 
great importance, the lightening of which is worth serious sacri- 
fices and inconveniences, the history of this burden as affected by 
price changes deserves more attention than the Committee 
have given it. (The point is more stressed, however, in the 
Minority Report.) The following calculation, worked out by 
the present writer, is based on some figures given by the 
Committee in their Appendix XXVI. The Committee’s figures 
are based on the Statist index-number. This is not the most 
suitable for the purpose, but it will give a sufficiently accurate 
general idea of what has been happening. We raised between 
the beginning of the war and March 31, 1920, an internal debt 
of £5,900 millions at an average price-level of 202. The 
nominal total has not been reduced by any significant amount 
since that time. By March 31, 1925, the price-level had fallen 
to 165; and at the end of 1926 it stood at 146. Thus the burden 
of the war-debt in terms of war-£s (i.e. at a price-level of 202) has 
been as follows : 
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Debt in terms 
Index-number. of war-£s 
(millions). 
Average price at which war-debt was raised 202 5,900 
Its burden at March 31,1920 . ; “ 308 3,900 
» March 31,1925. 165 7,200 
» Dec. 31, 1926 146 8,100 


Thus a Sinking Fund of £100,000,000 per annum for twenty 
years will only succeed, assuming no further change in the price- 
level, in bringing the real burden of the debt back to where it was 
in 1920. More than a third of the burden of what is now owed 
in respect of the war-debt is due not to the expenses of the war, 
but to the fall of prices since this debt was incurred. The further 
fall of prices since the return to gold has added many hundreds 
of millions to the burden of the debt. Sinking Funds of even 
£100,000,000 a year are neither here nor there whilst this sort 
of thing is going on. But, as I have said above, this is a subject 
on which the Committee have thought it better to preserve a 
discreet silence. 

Whilst, however, I dissent from the Committee’s pious 
ejaculations in favour of Sinking Funds, I feel, as perhaps they 
did, that there is not the same harm in these ejaculations as there 
would be if there were the slightest chance of their being followed 
up by action. There is no subject more academic (in the misused 
sense of that word) than Sinking Funds; nor any serious risk in 
practice of Sinking Funds being excessively indulged in. Per- 
haps the Committee felt that only by talking about a Sinking 
Fund of £100,000,000 shall we induce Chancellors of the Exchequer 
to keep any margin at all on the right side. 

The Minority Report is not a very helpful document, It is 
not clear that the Minority differed from the Majority on the 
merits of any question to an extent which could not have been 
put right by footnotes. But the signatories were evidently 
anxious not to commit themselves too precisely in black and 
white. Their only definite proposal consists of an addition of 2s. 
in the £ to the tax on investment income, the proceeds to be 
applied to the reduction of debt. 


J. M. Keynes 


LABOUR PROBLEMS IN THE AMERICAN BITUMINOUS 
COAL INDUSTRY 


Economists and sociologists who have specialised in the 
study of labour problems have customarily proceeded along 
either of two somewhat divergent lines. The earlier economists 
conceived their task in terms of the particular interests of the 
weaker group in our industrial society. The interests of the 
labouring group have frequently been found to conflict with 
those of the employing group, and a solution of labour problems 
conceived in terms of such conflict has involved a give and take, 
a certain delicacy of adjustment, a readiness for compromise, 
conciliation and arbitration, the formulation of principles and 
rules, the development of standards by means of which the 
relative merits of conflicting claims might be adjudicated and 
temporary stability in industry be established. Labour problems 
thus viewed have been comprehended in such terms as collective 
bargaining, joint agreements, legality of trade unions, the right 
to strike, the closed shop, compulsory investigation, and a multi- 
plicity of similar categories. 

During the run of time, however, there has been a shift in 
the point of approach. Labour economists have come to realise 
that the economic perplexities of the labouring classes have not 
always, nor perhaps generally, resulted wholly from the caprice 
or whims of the employing groups. Rather both the employers 
and the employees have found themselves periodically victimised 
by the vagaries of a competitive economy. Industrial prosperity 
with its concomitant credit inflation and over-expansion of 
business has been followed inevitably by periods of depression ; 
and unemployment—perhaps the chief menace to the labourer’s 
economic security—has been a necessary by-product of modern 
credit economy. The newer approach has been more objective 
in its method. Labour problems approached from this latter 
point of view have been comprehended in terms of basic defects 
in our industrial and business structure and a remedy has involved 
some sort of structural modification and group control. 

As the shift in emphasis has been made, the old point of ap- 
proach has not been entirely discarded; rather, it has been 
supplemented by the new—and the two have together contributed 
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something towards an understanding of the ills of the labouring 
class. It must be admitted that labour problems have been 
greatly complicated by the persistent and uncompromising 
endeavour of employers to secure the greatest pecuniary return 
possible, and likewise that they have been complicated by 
the cultural circumstances of a competitive society and a 
machine technology. Both the earlier and the later approach 
to labour problems, however, have proven inadequate to a 
solution of these problems. Neither the philanthropic endeavour 
of the reformist directed along somewhat personal channels nor 
the more objective method of the later economists directed in 
the broader channels of group activity and cultural control have 
met with more than a modicum of success. 

Quite recently there has been manifest yet another approach 
to labour problems. There is a growing tendency to treat 
labour problems neither as matters of abstract justice nor in 
terms of mass movements, but rather as specific problems arising 
from the organisation and administration of particular industries, 
as engineering problems of industrial organisation. Such an 
approach to labour problems in the coal industry promises a 
more complete understanding of the real nature of the problem 
than has generally been attained. 

It is the purpose of this paper to analyse briefly labour pro- 
blems in the bituminous coal industry from this point of view. 
The paper in the main offers merely a statement of the case. It 
may be assumed at the outset without distortion of the facts 
that the major labour problem in the coal industry during the 
past has been that of chronic under-employment.! This, of 
course, is generally recognised. It may be admitted that the 
mine workers frequently live in squalid conditions, poorly housed, 
in areas remote from population centres, without adequate 
sanitation facilities, and with a minimum of comfort, and that 
they customarily work under unusually hazardous conditions. 
It is likewise true that the wage scale frequently falls below a 
level essential for a decent livelihood according to accepted 
American standards. These ills, however, are to a considerable 
extent symptomatic of a more fundamental infirmity. They 


1 It should be noted that the discussion is not concerned with the situation 
in the anthracite coal industry. The situation in anthracite is similar in certain 
respects to that in the bituminous industry. Mine capacity, however, has been 
under more centralised control, and unemployment has not been so acute, The 
discussion herein applies exclusively to the bituminous industry, the more im- 
portant of the two. Production of bituminous coal in the United States in 1925 
totalled 520,052,000 tons, whereas production of anthracite coal totalled only 
61,817,000 tons. 
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are in part a reflection of the sheer inability of an over-expanded 
industry, operating as it does on a part-time basis, to do better 
than it does. Even the problem of unionisation, the yellow-dog 
contract ! and the check-off are intimately related to the problem 
of full-time operation. And full-time operation in the bitu- 
minous coal industry, or the elimination of chronic under- 
employment, is essentially a problem of the organisation and 
control of that particular industry. 

The facts of unemployment are so well known as to justify only 
a passing reference. From 1890 to 1923 the number of workers 
in the bituminous coal industry increased from 192,000 to 
702,000. Mine capacity during the same period increased 
from 152,000,000 tons to 971,000,000. The coai actually mined, 
however, increased only from a minimum of 111,000,000 in 
1890 to a maximum of 579,000,000 in 1918. Despite the tre- 
mendous expansion which the industry has experienced (or more 
properly because of it) the workers in the fields have never averaged 
more than 234 days worked per year out of a possible 308 working 
days. The average number of days worked per year throughout 
the entire period has been but 214, while during the year of 
industrial depression, 1921, the low record of 149 days was 
established. 

This chronic state of under-employment results in large 
part from the fact that the coal industry has suffered continuously 
from over-expansion throughout the history of its existence. 
This again is generally recognised. There does exist, however, 
considerable difference of opinion concerning the basic causes of 
over-expansion. Simply stated, the trouble seems to have had 
its origin in a maladjustment between the physical conditions 
under which coal has been found in nature and the rules of the 
game under which exploitation has been carried on. Nature 
has endowed the United States abundantly in so far as its coal 
supplies are concerned. Coal deposits have been found in all 
but ten states of the Union, and coal has been mined on a com- 
mercial basis in thirty-one states. It occurs underground under 
a great variety of conditions: in beds ranging from a fraction 
of an inch in thickness to enormous deposits more than two 
hundred feet thick; in solid seams and in seams divided by 


1 Yellow-dog contract is a term applied to individual contracts entered into 
by non-union operators with their employees, under the terms of which the 
employee agrees that he is not a member of the Union and that he will not join 
any such organisation while he is in the employ of the company. The yellow- 
dog, or individual, contracts have been used as a basis for securing injunctions 
against attempts to organise non-union fields by any means whatsoever. 
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clay, shale or slate ; in continuous layers and in layers interrupted 
by foreign bodies; in steeply inclined planes and in planes 
approaching the horizontal; in shallow beds at or near the 
surface, and in beds thousands of feet below the earth’s crust; 
in beds overlain by an impervious stable structure, and in beds 
overlain by a porous stratum subject to caving as the coal is 
mined; near population centres, and in regions remote. These 
are the salient facts in the geology of coal, significant to the 
beginnings of the trouble of over-expansion. They are physical 
facts; and, therefore, not readily subject to change. 

What of the rules of the game? Coal resources are privately 
owned. Their time, rate and manner of exploitation have been 
left to the control of those competitive forces which have guided 
modern industrial society in the large. The invisible hand has 
had fullsway. Coal has been a competitive enterprise, unimpeded 
even by such a modicum of state control as has been instituted 
in the railway industry. Mining has customarily been carried on 
by the business men who have owned coal lands or who have 
leased them from private owners on a royalty basis. Coal 
mining, despite the tremendous energy it consumes in the mining 
process, has retained almost unmodified until the very recent 
past the handicraft characteristics which it manifested one hundred 
and fifty years ago as it ushered in the Industrial Revolution. 
By a curious anomaly that industry which played the premier 
role in the inauguration of those changes by means of which 
modern production has been mechanised, has itself resisted 
tenaciously conquest by the machine, and it has remained to 
an amazing extent the simple handicraft which gave birth to 
the coal industry. Coal mining throughout the history of its 
existence has been in the main a pick and shovel proposition. 
The resistance of coal to the introduction of machine, processes, 
together with its widespread occurrence, has made it relatively 
easy for the little business man with a surplus of initiative but 
with a small capital reserve to enter upon the production of 
coal. This situation, coupled with the seasonal peak in prices, 
accounts for the beginning of the problem of over-expansion. 
Business men in large numbers have entered into the production 
of coal during those temporary periods when coal mining 
seemed likely to prove profitable. Many of the mines opened 
have been of the “snowbird ” or “ fly-by-night ” variety, and 
the birds have flown to parts distant during seasons of industrial 
hardship and rigour. They have flown away, however, only to 
return during the feeding seasons of heightened coal demand. 
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They have served thereby continuously to aggravate the problem 
of stabilisation in the coal industry; but more serious than these 
“ fly-by-nights,” which, after all, have contributed but a small 
percentage of the total output, has been the continuous presence 
of mines opened during similar periods of peak demand but 
operating on a somewhat larger scale with a capital investment 
sufficiently large to make abandonment financially difficult. 
The widespread occurrence of coat under conditions of easy access 
has made entrance into the coal industry simple. It has like- 
wise made difficult combination and concentration of control. Un- 
restricted competition, actuated by the profit motive, has resulted 
in coal mines appearing literally all over the place. It has made 
for anover-expansion of theindustry. This same competitive factor 
might be expected to serve as a brake to slow down the process 
which it has engendered. Over-expansion and its consequent 
operation of many of the mines on a part-time basis might 
reasonably be expected to result in bankruptcy for the more 
inefficient mines; and, in accordance with orthodox classical 
economics, we should expect such mines by reason of their extra- 
marginal nature to close down and go out of business. Economic 
forces should, in the long run, insure the production of coal by 
the more efficient mines and its sale at prices corresponding to 
the marginal cost of production. Mine capacity under the free 
play of competition should adjust itself automatically to the 
coal-consumption requirements of industry at large. Producers 
unable to produce at a profit should be literally forced out of the 
industry. Competition in the coal industry, however, has failed 
to meet the reasonable expectations of the theorists in this respect. 
While the industry has been highly competitive, competition, 
as is so generally the case, has not worked without lag or friction. 
The rules of the game have undergone modification at the hands 
of the operators, the miners, and the public calculated to defeat 
the competitive ideal. As has been previously pointed out, 
the geological conditions under which coal production is carried 
on differ widely. The varying natural conditions serve to place 
certain producers at a disadvantage in the competitive game. 
Cost of production bears an intimate relation to the geological 
conditions under which coal is found. Thin veins of coal, other 
things being equal, can be operated only at a greater expense 
per ton of coal produced than can thick veins. The presence 
of foreign bodies in the coal vein likewise adds to the expense 
of production. The location of the mine is a factor of equal 
importance. Mines located near population and industrial 
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centres are low-cost mines as compared with mines remote from 
markets which must bear a greater freight charge. Cost of 
production is, in fact, a function of the geological conditions 
under which coal is found and the distance of the mine from 
the market. 

The influence of these natural obstacles making for high 
production costs has been weakened by modifications which 
have been made in the rules of the game. Competition has 
been modified in accordance with that good American principle 
—an equal opportunity for all. In the wage negotiations of 
the miners and the operators, the so-called principle of com- 
petitive equality has been a guiding factor. Competitive equality 
has as its object the compensating in wage-rate adjustments 
for the disadvantage under which certain operators carry on. It 
means that basic wage-rates shall be so adjusted that operators 
at different points will be placed in a position to compete with 
each other. It means, in short, a levelling off of the disadvantages 
under which high-cost mines would normally operate. The 
principle was well expressed by Mr. P. H. Penna to the United 
States Bituminous Coal Commission of 1920 in the following 
words : 


“To pay the mine worker his wages on the basis of 
absolute justice would be, as I see it, according to the number 
of units of labour necessary to produce a ton of coal. Now 
that would be absolute justice—but it is impracticable. 
The only way left us, and the only alternative, is taking into 
consideration competitive ability and competitive relation- 
ships. If we should aliow the first plan, then there are lots 
of little mining towns in America that would have to go out 
of existence. The thin-coal veins would have to be aban- 
doned and the thick ones worked until exhausted,” 


It is true that there has been considerable disagreement 
between the workers and the operators as to which of the two 
conflicting interests should bear the burden of the principle of 
competitive equality. The operators have endeavoured to apply 
the principle in such a way that the burden of their natural dis- 
advantage should fall upon the workers in the form of lower 
wages per ton of coal mined. The workers, on the other hand, 
have insisted at times that uniformity of wages was the 
ideal comprehended in the principle. The result has been 
frequent compromise, but by and large the principle seems to 
have been applied in such a manner as to result in a wage structure 
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with its complicated and frequently inconsistent system of 
differentials, designed to ensure the continued existence of mines 
poorly situated and operating under geological disadvantages. 
The system of distribution of coal cars enforced by the Inter- 
state Commerce Commission has contributed towards the same 
end. The Commission is the regulatory body designed to ensure 
the execution of the provisions of the Interstate Commerce 
Act. One important provision of this Act is the prohibition of 
discrimination and undue preference between shippers. The 
Commission has ruled that in times of car shortage, cars available 
for the transportation of coal shall be pro-rated to the various 
coal mines on a basis of their physical capacity to load coal. 
Were coal consumption customarily distributed evenly over 
the year, the railways would be adequately equipped to handle 
the transportation of coal. Coal consumption, however, is to a 
considerable degree a seasonal affair. The seasonal demand 
for coal, in truth, has been a contributing factor in the over- 
expansion of the industry. Coal storage involves expense. In 
addition there is a deterioration in coal if long stored. Under 
these circumstances industry has preferred to purchase its coal 
as it has been needed. The influence of over-expansion and such 
seasonal purchase has been reciprocal, however. Excess coal 
capacity has made it easy for industry to secure an adequate 
supply of coal during the period of peak consumption. The 
seasonal purchaser of coal has encountered a difficulty, however, 
because of the inadequacy of the railways to handle the coal 
traffic during periods of peak demand. It has been estimated 
that for the railways to handle promptly the total coal demanded 
during seasonal peaks would require an expenditure for additional 
equipment of $2,000,000,000. The inadequacy of railway equip- 
ment to meet the peak transportation requirements has resulted 
in an allocation of cars in accordance with the Commission’s 
ruling on a basis of the physical capacity of the various mines. 
Such a situation has contributed to an expansion in the physical 
capacity of individual mines in order that they may be assured 
of a car supply adequate to meet their commercial requirements 
in the delivery of coal. Inasmuch as newly-opened mines have 
been given temporary preferential treatment during the period 
of their early development, this has established a definite impetus 
for the opening of new mines. Railway companies adjacent 
to undeveloped coal-fields have, in a similar manner, encouraged 
the opening of new mines as a source of additional traffic. These 
practices, of course, have been in accordance with the American 
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principle of an equal opportunity for all, and have aimed directly 
at the establishment and maintenance of competitive conditions 
in the mining of coal. They have been a contributory factor in 
the problem of over-expansion.! 

The continued existence of excess mine capacity—a situation 
resulting in the main from a competitive control, compromised 
though it has been, in mining a mineral whose occurrence is wide- 
spread and access to which has been easy—has made hard the 
way of the coal operator. Coal mining has offered no royal 
road to financial success. Excess capacity has made for in- 
creased cost and at the same time for lower prices. The result 
has been lessened profit or outright loss. There have been 
feasts at times, of course, but by and large the coal-fields have 
been strewn with recurring bankruptcies. Coal operators con- 
fronted continuously by the ever-present shadow of financial ruin 
have sought refuge in lower costs. The predicament in which 
they have found themselves has necessitated a resort to machinery 
and large-scale production. Labour costs comprise the major 
cost of coal production. The way out for the operator seemed 
to lie in the introduction of the machine. And while the coal 
industry, because of the obstacles offered by the physical conditions 
under which the mining process has been carried on, has for more 
than a hundred years tenaciously resisted conquest by the machine, 
it is at last succumbing to its onslaught. In 1890 there were 
6,000,000 tons of coal, representing only 6 per cent. of the total 
coal mined in the United States, undercut by machinery. By 
1900 the percentage had increased to but 25 per cent. with a total 
of 52,000,000 tons. By 1913, however, more than 242,000,000 
tons, representing 51 per cent. of the coal produced in the United 
States, was undercut by machinery and to-day approximately 
two-thirds of the total is produced by this method. The effects 
of improvements in technique? are suggested by an increase 

1 This situation is said to have been in part relieved by recent developments 
in industry at large. Small industries are said to be scrapping their boilers and 
buying power. This has meant a concentration of the points to which coal is 
delivered. Power companies tend to buy from large and well-established mines 
rather than from smaller ones. This has tended to reduce the number of points 
from which coal is shipped. The outcome has been a growing economy in the 
use of cars and relief from car shortage. 

2 Reference is not made here to the newer technique now available for the 
machine loading of coal and its transportation to the surface by means of 
mechanical conveyers. As yet only a very small percentage (precise figures are 
not available) of the total coal mined is loaded by machinery and transported 
by conveyers. There are a few mines which have been completely mechanised, 
however, and it is believed that the next few years will witness rapid progress 
towards general mechanisation. 
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in the average tonnage per man from 2°56 tons in 1890 to 4°28 tons 
in 1922. Uncontrolled resort to machinery and operation on 
a large scale, however, have not solved the operators’ troubles. 
On the contrary, they have made for a further over-expanded 
condition of the industry. Capacity has been increased by the 
opening of new mines, but to an even greater extent by the more 
intensive exploitation of those mines in existence through a 
resort to more capitalistic methods of production. Here again 
competitive forces unimpeded might be expected, in theory, 
at any rate, to force the more inefficient mines out of existence 
through the channel of bankruptcy. Bankruptcy, unfortunately, 
does not achieve this end. The capital investment in coal 
mining, the excavation of the shaft, the hoisting machinery, the 
ventilating system, the tracks, cars and undercutting machinery 
represent a permanent investment of a highly specialised sort. 
Neither the equipment for coal mining nor the place of business 
can be utilised for any other industrial undertaking. A coal 
operator may be forced out of business, but this does not.mean 
the permanent closing down of a mine. The investment is 
fixed, capital losses are written off and the mine with the lower 
investment charges remains to plague the industry. This has 
been a major factor in the retention in the industry of total 
mining capacity which has at any time been made available. 
Mechanisation has not solved the problems of the operators, 
and it has greatly aggravated the problem of unemployment. 
Under unrestricted competition it has proven a delusion and 
a snare. 

Specific figures bear eloquent testimony to this condition of 
over-expansion. Whereas the maximum annual production 
of bituminous coal during the past two decades has been 
579,000,000 tons (in 1918), the mines are equipped and manned 
at the present time to mine approximately one billion tons. 
The annual production for the ten years 1914-1923 inclusive 
averaged 494,000,000 tons, while the mines were equipped and 
manned to produce on the average 770,267,000 tons. Or, on 
the average, annual capacity has exceeded average production 
by approximately 56 per cent. The actual annual excess of 
capacity for any one year has varied from 25 per cent. in 1918, 
at which time the peak of production was reached, to the tre- 
mendous excess of 117 per cent. in 1922, when yearly production 
totalled 422,000,000 tons. Such excess capacity has called into 
the industry a surplus of man power. Despite the fact that the 
industry was overmanned in 1890 and has been continuously 
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overmanned since that date, and hence should appear to be 
unattractive to new workers, the number of bituminous coal 
miners has increased from 192,204 in 1890 to 702,817 in 1923. 
This increase in miners is in part a reflection of the increase in 
production of coal during the period under review, but not 
entirely so. Coal production since 1912 has shown but little 
change on the average. There have been good years and there 
have been bad years during the period. The peak of production 
was reached in 1918. Production in both 1921 and 1922 was 
less than the production of 1912, however, and production in any 
one year during the decade has not deviated from the average 
by more than 18 per cent. Despite this relatively constant 
production for more than a decade, the number of miners em- 
ployed in the industry has shown a constant trend upward, 
the total having increased from 548,632 in 1912 to 702,817 in 
1923.1 

The result has been that surplus man power in the industry 
has become the normal situation. The existence of more mines 
in the industry than have been necessary to meet the consumption 
requirements for coal has tended to keep in the industry a large 
number of miners working on a part-time basis. More men 
must be retained in the industry than are necessary to mine 
the total coal produced. This, of course, would not be true were 
it possible to run the different mines continuously for a portion 
of the year and adjust the time of their operation in such manner 
that a surplus labour force laid off at one plant might be utilised 
temporarily by another. The idle days of a mine are not as a 
rule thrown together in one piece, or even combined in idle 
periods of a week or two, save in the case of the so-called “ snow- 
birds ” and “ fly-by-nights.”. Rather, working days are scattered 
through the month over much if not all of the year. For example, 
during 1921, when the average number of days worked was less 
than half a full-time year, 936 of a total of 1929 bituminous 


1 Figures for 1925, released since this paper was written, indicate that the 
number of commercial mines in operation declined from 9,331 in 1923 to 7,144 
in 1925; and the number of miners has declined from 702,817 in 1923 to 588,493 
in 1925. Where these miners have gone to or whether they are permanently 
out of the industry is not clear; but it is made clear by questionnaires submitted 
by the United States Bureau of Mines that the great majority of these mines have 
closed down only temporarily, awaiting a readjustment in the Union wage scale 
or an increased demand, that they may reopen ata profit. It should also be noted 
that, despite the apparent loss in man power (temporary though it may prove), 
the workers averaged in 1925 only 195 days worked as compared with an average 
of 214 during. the period reviewed in this paper. In truth, some of these mines 
have reopened during 1926 with the increased exportation of coal occasioned by 
the strike of the British coal miners. 
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mines on which the Coal Commission gathered data for its earnings 
study, or 49 per cent. of the mines, worked during every pay- 
roll. Of the 285 mines on which data were gathered for the 
earnings study of 1920, all but four ran in every pay-roll period 
during the year. While the summer months are customarily 
a slack season in coal production, it is to the interest of the 
operator to keep his labour force as nearly intact as possible, 
that he may increase without delay production during the season 
of brisk demand. 

The vested right of the worker to his job contributes towards 
the same end. The result has been a continuous supply of 
labourers, in excess of the normal yearly requirements when 
viewed by the task performed. 

Thus, both the modifications in the rules of the game and the 
rules of the game themselves have contributed towards the 
same end. Together they have served to defeat the ideals which 
the competitive system comprehends. Free enterprise has not 
placed production in the hands of the economically fit.- Both 
the fit and the unfit have continued to survive, and more miners 
have been encouraged to stay in the coal industry than the 
industry can well support. As a result under-employment 
has been chronic and acute. It remains the sore spot of the 
industry from the view-point of labour—a sore spot which will 
grow more inflamed under the irritating influence of continued 
mechanisation. 

I have endeavoured to describe briefly the circumstances 
which have given origin to the major labour problem of the 
coal industry in America, and upon which the problem has so 
abundantly fed. The facts are well known, it is true, but the 
basic causes of these facts are quite generally ignored in a dis- 
cussion of remedies. As with oil, so with coal—competition 
has made inevitably for confusion, a confusion which at the 
present time threatens to become for the labourer complete 
chaos. The Union is to-day facing a crisis, the seriousness of 
which seems to be unappreciated, and for the alleviation of which 
no adequate measures are being taken. The expansion in coal 
has resulted in a shift in production to those areas in which 
the Union has never been strongly entrenched. The competition 
of non-union coal with its lower wage scale has made harder the 
way of the Union operator. The Jacksonville Agreement of 
19241 has necessitated the temporary closing down of a great 


1 The Union miners secured a general wage advance under the Agreement of 
1920. This higher wage-scale was maintained in the Agreement of 1922 and 
Q2 
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many mines, and in numerous other instances the operators 
have found it expedient to break their contracts and to resort 
to the lower wage-scale of 1917 and to operate their mines on 
a non-union basis. The defection from trade union ranks has 
been most marked in those border regions where the competition 
of non-union coal has proven most severe. Here, indeed, in many 
localities the power of the Union seems to have been temporarily 
if not permanently broken. But even in the heart of the Central 
Competitive Field, the stronghold of Unionism, although there 
has been no gencral break with the Union, the Jacksonville Agree- 
ment has been side-stepped by evasion or subterfuge. Witness the 
recourse to so-called co-operative mining, apparently an attempt 
to shift the burden of a lower wage-scale on to the miners without 
incurring the hostility of the Union—an endeavour which seems 
to have been abortive, however. All the while, non-union 
territory, either by reason of a shift in production or a shift in 
organisation from a Union to a non-union basis, has been supplying 
a larger percentage of the total coal mined in the country. 
During the heyday of the Union’s power in 1918, Union miners 
produced approximately 71:7 per cent. of the total coal produced. 
This percentage in 1925 had declined according to a recent 
estimate to about 33°2 per cent. When one stops to consider 
that the non-union mines are equipped and manned to produce 
unaided more coal than the country consumes, the fate that may 
lay in store for the Union, and hence for both the organised and 
unorganised labourer, is indeed challenging. The Union, con- 
fronted with a new situation, the magnitude of which cannot 
yet be readily determined, has sought refuge in tradition. It 
apparently prefers to fight it out on old lines if it takes all of 
eternity and if its back is broken in the process.1 What the 
leaders have said about it and what they have done may be 
summed up in the advice which they have given the operators : 
“‘ Coal companies should sell their coal at a profit or they should 
not sell at all,’ and in the now oft-repeated slogan of Mr. Lewis, 
President of the United Mine Workers of America, “‘ No Back- 
again in the Jacksonville Agreement. The Jacksonville Agreement expires on 
April 1, 1927. Itis generally understood that the operators will demand a wage 
adjustment downward in their negotiations with the Union.- There is little 
prospect that the Union will accept such a proposal, and eaitaed preparations 
are being made for a strike of the workers. 

1 The significance of this in the American labour movement can be appre- 
ciated only when account is taken of the fact that the United Mine Workers has 
been, since its organisation, one of the strongest Unions in the United States. 


Its membership (including the anthracite coal workers) was over 404,000 in 1923, 
at which time it constituted the largest single Union group in America. 
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ward Step,” a slogan which threatens to become, in light of the 
developments of the recent past, a chimera and a nightmare. 
All of this is intended in no way to shift the responsibility for 
the plight in which the mine workers find themselves on to their own 
shoulders. Responsibility is obviously to be laid at the door 
of the institutional scheme of things under which our resources 
have been exploited. The labourers have done the best they 
could with the technique which the cultural circumstances have 
developed. The problem is too large and complicated for any 
one group to solve. It indeed challenges the best thought of 
all those who have to do with coal—the operators, the public, 
the labourers—and perhaps the economists too. What they 
will do with it remains to be seen. 
Grorce WARD STOCKING 


University of Texas. 


ECONOMIC LAW IN SOVIET RUSSIA 


For the first three years after the Revolution in Russia, Civil 
Law was practically non-existent: the Communist State having 
taken over all economic functions, there was no room left for 
individual freedom in economic affairs. Thus, when the question 
of codifying the Civil Law was raised in the Congress of Soviet 
Jurists in 1920, nothing could be found to codify except—the 
hiring of shepherds. 

In 1922 the N.E.P. (New Economic Policy) revived Civil Law, 
but within much narrower limits than in Tsarist Russia. Some 
of the most important branches of economic life remained 
monopolies of the State (large-scale industry, foreign trade, etc.), 
and in other cases regulation by the State was so strongly 
enforced that it was difficult to say whether a body was a private 
or a public one (e.g. the Co-operatives). Accordingly, side by 
side with the Civil Law that covers the free economic intercourse 
of citizens, special codes have had to be created for institutions 
that are wholly or mainly regulated by the State. These special 
codes, together with the Civil Code, form what Russian jurists 
now call Economic Law. 

The system is still incomplete: some of its parts are not 
sufficiently worked out. It lacks unity, inasmuch as its various 
parts bear the imprint of different epochs and different economic 
concepts. Itis very short: instead of the exhaustive enumeration 
typical of the European codes, the Soviet Code confines itself to 
stating principles. : 

The present article will deal only with a few main points of 
Soviet Law, and only in so far as they differ in principle from the 
usual standards of the European codes. 


The Civil Code 


Civil Law is distinctly the stepson of the legislator: it is 
admitted only as a concession to the momentum of the old 
social structure; it operates, not in its own right, but only in so 
far as the State has not yet socialised the whole economic activity 
of the nation.1 Accordingly, § 5 of the Code prohibits the 


1 The contrary may be, and often is, asserted, namely, that the restoration 
of Civil Law means a return from Communism to a policy of individual freedom. 
This controversy, however, is outside the scope of the present article. 
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enlarged interpretation of any of the ordinances of Civil Law, 
that is to say, prohibits their application to institutions that 
come under special laws. Further—and this is the main point— 
Civil rights bear a purely conditional character. According to 
§ 1, ‘ Civil rights enjoy the protection of the State, except when 
they are used contrary to their economic and social purposes ”’ ; 
and § 4 reads: “ Rights are granted for the purpose of developing 
the productive forces of the nation.” The right of a person is 
thus conditioned not only by the law but also by the practical 
effects of its use. On the strength of these clauses the Courts, 
for instance, may reduce the penalty stipulated in a contract for 
its non-execution if they find the amount of the penalty out of 
proportion to “ the economic aim ” of the contract. The sale of 
a fruit garden for timber or of a house for breaking up may be 
annulled as economically irrational. The old Civil Code extended 
its protection to betting; the Soviet Code considers betting 
indifferent from the point of view of “ productive forces’ and 
therefore leaves it unprotected. In the case of a high selling- 
price, the sale may be annulled as “leading to the disorgan- 
isation of the market.’’ On the other hand, if it is proved that 
the exorbitant selling-price has placed the buyer “ in financial 
difficulties,” the seller is forced to return the surplus profit to 
the buyer, the transaction being considered contrary to social 
policy. The same treatment is dealt out in cases of usury. 
The idea of the equality of all before the law is openly aban- 
doned. The State, as ‘“ the embodiment of the Socialist idea,” 
enjoys the maximum of protection: it has the right of mortgage 
on the property of persons contracting with it, with a priority 
over all other mortgages; transactions where one or both parties 
have “ profited at the expense of the State ” are void, and if the 
parties acted knowingly, both the subject of the transaction and 
the money paid are confiscated. Next in order of protection 
come the poor and “ the working class.”’ (‘‘ The working class ”’ 
is rather a vague phrase; it seems to cover Civil servants—and in 
Soviet Russia nearly everybody is now in State service—but not 
the clergy or merchants.) According to § 33 any agreement 
where one party has taken advantage of the needy circumstances 
of the other is null and void. The Courts, taking the financial 
position of the contracting parties into account, may reduce the 
penalty for non-execution of the contract. According to § 411 
the financial position of the parties has to be taken into account 
when assessing damages. More than that, according to § 406 
damages may be assessed solely on a consideration of the parties’ 
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financial position, even though the law itself frees the defendant 
from any responsibility, as, e.g., in cases of force majeure or of 
gross negligence on the part of the injured party. The sphere of 
discretion thus granted to the Courts is truly revolutionary. 


Ownership 


Several classes of property are quite withdrawn from the 
operation of the Civil Code: some are nationalised (land, forests, 
railways, large-scale industry); others are municipally owned 
(nearly all buildings in towns). Leasing is the only institution 
of Civil Law which is applicable to them; for the rest, their legal 
position is dealt with in the special codes. As regards private 
ownership, the provisions of the law concerning possession, 
mortgage, etc. show no peculiarities, except in the matter of 
Limitation. The term of Limitation is very short—three years. 
Acquisition through Limitation is unknown in Soviet Law; it 
leads only to loss of ownership, the former owner being auto- 
matically replaced by the State. The State, however, has had 
to confirm and stabilise the rights of those persons who in the 
turmoil of the Civil War and by various means came into posses- 
sion of all sorts of property that had not previously belonged to 
them. The State itself could not dispose of this; hence the 
conception of ‘‘ Working Use ” (which we shall meet again in the 
Land Law) as the legal title of ownership. In this case the article 
must be a useful one, not a luxury; it must have been actually 
used by its new possessor; and its acquisition by the latter must 
not have been based on any illegal agreement, and must have 
taken place before the issue of the 1922 Civil Code. 


Buildings 

During the Militant Communism of 1918-19 all buildings 
were taken over by the municipalities. Under the New Economic 
Policy some of them, but not many, were returned to their former 
owners; but since then no further buildings except on peasants’ 
land (see below on the Land Law) have been allowed to pass into 
private ownership either by purchase or construction. The 
appalling housing conditions in the towns, however, and the 
necessity of attracting private initiative to building, have led to 
the formation of a building right unknown to old Russia and 
similar to the English Leasehold. The land is leased by the 
municipality for a period varying between forty and sixty years 
for the purpose of building; the lessee may sell and mortgage his 


1927] ECONOMIC LAW IN SOVIET RUSSIA 229 


rights on this land; and on the expiry of the lease the house 
passes to the municipality against payment of its then value. 

Private buildings are subject to a peculiar restriction: they 
can be sold only if the owner—or any member of his family—has 
not already sold some other building within the last three years; 
and the buyer must be a person who does not already own another 
building—a clause directed against speculation in real estate and 
its concentration in few hands. ~ 

The term of sub-tenancy—all town houses are being sub-let 
in the present housing dearth—is not to exceed twelve years. 
Rents are fixed by the municipality, at the normal rate for 
standard accommodation (43 square yards per head), and at three 
times the normal rate for more than that. Only leaseholders 
have the privilege of exceeding these rates. The landlord, 
whether a private person or the municipality, is not free to give 
notice to quit to certain classes of sub-tenants—State organ- 
isations, members of soldiers’ families, persons disabled in the 
War or in employment (“‘ invalids of work ”’)—unless misconduct 
on their part can be proved. 


Agreements 


The Code adopts the old classification—verbal, written and 
notarial agreements. As we saw, exploiting another person’s 
needy circumstances makes an agreement null and void: pro- 
ceedings in such cases may be started not only by the person 
exploited but also by the State and other social organisations. 
The practical importance of this clause must be very great in 
villages, since it gives local Soviets a powerful weapon against 
any capitalistic tendencies among their countrymen. 

In cases of refusal to execute an agreement the rule is not 
monetary damages, but the actual execution of what has been 
agreed upon, whether it is a question of movable or immovable 
property. Physical impossibility, of course, exempts from 
execution. When execution, though not impossible, becomes 
extremely difficult financially, owing to some unforeseen change 
in market conditions, Russian jurisprudence has invented the 
concept of ‘‘ economic impossibility’; on the principle that 
casual gain as well as casual loss is contrary to the economic aims 
of the Republic, such agreements are in practice declared null 
and void. 

As a minor point may be mentioned the very short Limitation 
for claims against the guarantor of the agreement—only three 
months. 
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Companies 

The law provides for private, State and mixed companies. 
State companies are regulated by a special law (see below on 
Trusts). - Mixed companies are those the members of which are 
partly private persons and partly public bodies; their status is 
very indefinite. The structure of private companies differs very 
little from European standards, except for some clauses rein- 
forcing the protection afforded to shareholders against pro- 
moters; the latter must take up not less than one-tenth of all 
shares; they cannot sell them until the expiry of the second 
accounting year, and they are jointly and severally responsible 
for any losses they have caused to shareholders by fraudulent 
misstatements. With a few exceptions the ownership of shares 
has to be registered. 


Private Industry 


The role of private industry in the U.S.S.R. is small, and its 
status very vague. Soviet Law admits three forms of private 
industrial enterprises: (a) works owned by private persons or 
private companies; by legal practice, though the law is silent on 
this point, these cannot employ more than twenty workmen : 
(b) enterprises leased by private persons from the State; here 
the period of lease must not exceed twelve years; and (c) con- 
cessions, i.e. the lease of larger enterprises and for a longer term 
than is foreseen by the law, or, rather, by legal practice. Every 
concession requires special sanction from the highest authority, 
the Federal Economic Council, and the provisions of the law being 
most inadequate, the granting of concessions in practice is based 
on precedents derived from previous cases. Annulment of a 
concession may take place either by mutual consent or by the 
decree of a Court if one of the parties has violated the contract. 
On the expiry of a concession all works erected by the con- 
cessionary become the property of the State. 


Inheritance 


Inheritance was at first abolished by the Revolution: until 
1923 the property of the deceased passed to the State. From 
1923 until 1926 inheritance was permissible, but only up to 10,000 
roubles (£1000). The Decree of March 1926 abolished this 
restriction, but retained others. The circle of persons who can 
inherit from an intestate is a very narrow one, consisting only of 
descendants, the widow or widower, and persons who have been 


1927] ECONOMIC LAW IN SOVIET RUSSIA 231 


wholly maintained by the deceased for at least one year (e.g. 
wives de facto); all these receive equal shares. Wills may be 
made in favour only of the same groups of persons, but amongst 
them the testator may distribute his property as he thinks fit; 
if there are no such persons to inherit it, his property passes to 
the State. Taxes on inheritance are surprisingly low for a 
' socialistic code with levelling tendencies: 5 per cent. on £1000, 
25 per cent. on £20,000, and 90 per cent. on fortunes over £50,000. 


Patents 


The law contains the usual provisions for the protection of 
the inventor. The State may requisition any patent “ in return 
for fair compensation.” 

Copyright 

This is of short duration, being for five, ten, or, as a maximum, 
twenty-five years, according to the type of work. Copyright, too, 
may be requisitioned by the State—which the State has freely 
done during recent years. Anyone is at liberty to translate a 
copyright work: a clause introduced chiefly on account of the 
variety of languages spoken within the territory of the U.S.S.R. 
Works may be converted, without permission from the author, 
into another form, ‘‘ provided the difference is considerable.” 


Insurance 


This is a State monopoly. The rates are fixed. All buildings 
must be insured: private ones are regarded as insured without 
any special agreement, but for buildings belonging to a munici- 
pality or to the State, special insurance agreements have to be 
made out. In some districts cattle may be insured en bloc 
against epidemics, or grain against hail. 


Industrial Law 


Legal relations arising out of industrial activity are in Europe 
mainly covered by the Civil Codes, being based on agreement. 
In the U.S.S.R only a minority of industrial enterprises, namely, 
private ones, and these only to a certain extent, are subject to 
the Civil Code: the bulk of industry is regulated by special laws. 


Trusts 


Practically all State industries now have the status of Trusts, 
but with European Trusts they have nothing in common but the 
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‘name. The Russian Trust is a State organisation built on the 
lines of private business the better to adapt itself to economic 
conditions. At first, Militant Communism nationalised all 
private enterprises and tried to manage them on bureaucratic 
lines, z.e. from the centre. Time and experience, however, 
showed the necessity of decentralisation, and enterprises were 
accordingly transformed into economically separate and, in 
principle at least, self-contained units with the attributes of a 
legal person, with their own budgets, their special property, and 
provisions concerning their profits and the manner in which they 
might be liquidated; in short, into Trusts. (Banks and State 
farms are constructed on similar lines.) Legally they are distinct 
from the State: they can conclude agreements with the Com- 
missariats (the Ministries) or with other Trusts; and the State, 
whilst governing them, is bound by certain rules with regard to 
them. Their fixed property, buildings and machinery, cannot be 
alienated by the Trusts themselves and is not liable for their 
debts; the ownership of it rests with the State. The so-called 
circulating capital—funds, cattle and furniture—can be disposed 
of by the Trusts within certain limitations. 

The State always fixes the prices at which the Trusts are to 
sell their products, and usually it also fixes whom the products 
are to be sold to. The inter-relations of the Trusts, although 
entirely controlled by the State (the highest authority being the 
Federal Economic Council), must take the form of agreements, 
with the usual clauses about advance payment, penalties, time 
of delivery, quality, etc. Sometimes the State buys in advance 
the whole of the production of a Trust, for its own use or for 
another Trust; for example, the Ministry of Communications will 
agree with the Federal Economic Council as to the quantity of 
rails it will require, and the Council will distribute the amount 
required among metallurgical Trusts, each of which has then to 
conclude an agreement with the particular railway it is to supply. 

A Trust usually consists of a dozen or a score of factories 
situated in the same region. Factories are not legal but purely 
technical units; they cannot undertake any commercial opera- 
tions. The profits of a Trust pass to the Treasury, except 20 
per cent. for reserve capital and some percentage for commission 
and for the betterment of social conditions among the workmen. 

Whether the Trusts are indeed a temporary adaptation of 
Socialistic ideas to actual conditions, or whether they mean a 
return to capitalism, are again questions lying outside the scope 
of this article. 
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Syndicates 


A Syndicate is a union of Trusts, either spontaneous or 
prescribed from above, formed with the object of unifying the 
purchase of raw materials and the sale of the product. Syndicates 
have their own capital, which consists of money contributed by 
the Trusts and subsidies granted by the State. The respon- 
sibility of their members is limited; sometimes it is limited to 
two, three or five times the value of the capital invested by each. 
When selling on behalf of the Trusts, the Syndicate adds from 
2 per cent. to 3 per cent. to the price for profit. 


Exchange of Goods 


The regulation of trade by the State in the U.S.S.R. is two- 
fold: indirect, i.e. commercial pressure exerted on the market 
through disposal of large stocks belonging to the State; and 
direct, through orders to Syndicates and Trusts. These orders 
either regulate the whole of the transaction, prescribing the buyer, 
the conditions of sale, and the time of delivery (this is typical of 
large-scale industries); or are confined to prescribing the region 
where the Trust must dispose of its product, leaving the Trust to 
find its own buyers (this is typical of articles for home con- 
sumption). 

Exchanges 


These are virtually confined to the exchange of goods through 
the medium of brokers, on quite ordinary lines. Operations with 
shares are much curtailed, speculation finding no favour with the 
Soviets. 


Banks 


These, few in number, are all organised as limited companies, 
but are nevertheless essentially State institutions founded by tke 
Treasury. Like Trusts they are constituted as legal persons, 
with self-contained budgets. Their main duty is to finance 
Trusts and Syndicates. 


Co-operative Societies 


In the opinion of Soviet legislators the purpose of Co-operative 
Societies is not simply to render assistance to consumers, but 
rather to unify consumers in preparation for complete social- 
isation. The State, therefore, regulates their functions very 
actively. Only persons enjoying the right of political voting 
have the right of membership. Both the minimum and the 


234 THE ECONOMIC JOURNAL [JUNE 


maximum of investment are very low. According to their 
statutes the Co-operatives have to distribute and retail the 
produce of Trusts. The Trusts usually conclude the sale with 
some central organisation of the Co-operatives, which then dis- 
tributes the total quantity of goods purchased among its various 
branches. The Co-operatives have considerable privileges as 
against private persons: they may possess industrial works of 
any size; they may take over nationalised and municipalised 
buildings; and they have priority in recovery of debts, etc. 


Mining 

Here the peculiarity in the Soviet Code consists in the privi- 
leges accorded to the discoverer of new deposits of minerals. 
Without having to pay royalties he is entitled to a lease from the 
State. At the same time he must take the option up within a 
certain period, or lose it altogether. The product is his own 
property, for which he has to pay over to the State a mining tax 
and 5 per cent. of his profit. 


Land 


All land without exception is owned by the State and is 
therefore altogether exempt from the operations of the Civil Code. 

Militant Communism made an attempt to distribute land 
equally. According to the Land Nationalisation Decree of 1918, 
“each peasant shall receive no more land than is necessary to 
secure his existence without penury.”’ All land was then regarded 
as one mass to be re-distributed anew; the richer villages were to 
hand over part of their land to the poorer ones, and a peasant 
who had more than the average for his district was to give away 
the surplus to his poorer neighbours. The only régime admitted 
was that of the old Tsarist commune, with its periodical re- 
divisions of land according to the number of “souls” to be 
supported; and these re-divisions became, in fact, more frequent 
than ever, taking place nearly every year. The levelling experi- 
ment led to chaos, and had to be arrested half-way; and the 
Land Code of 1922 fixed the possession of land as it then was. 

While maintaining the national ownership of land, the 1922 
Code recognised its being in ‘‘ economic working use” by the 
peasants. It re-admitted leases of land and the change from 
communal to individual farming. The land is now given for use 
to the peasants free of charge and without time limit; the only 
way in which the State can dispose of it is within the general law 
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of expropriation for common use. But the peasants’ right is 
nevertheless conditional. It is subject, first, to ““ economic use,” 
that is to say, to economically rational use; hence rapacious 
farming or failure to cultivate brings loss of rights, any ownerless 
land returning to the State or to the village commune. In the 
second place, ‘‘ working”? use means that the peasant must 
cultivate the land personally; hired labour, being a feature of 
capitalistic farming, was entirely prohibited in the first years 
after the Revolution. Yet here again the legislator has had to 
bow to the requirements of the peasants; and hired labour has 
been re-admitted, though only on condition that farming does not 
thereby lose its personal working character, 7.c. that the employer 
must work on the same footing as the employee. (One may see 
the spectre of the old estate-owner looming behind this clause.) 

Leasing had to be re-admitted as well. Its maximum term 
was gradually lengthened to fifteen years. The lessee, too, has 
the right to make use of hired labour, but under the same saienel 
tions as apply to the possessor himself. : 

Buildings are the full property of the peasant, but may be 
owned only by those who possess the land they are built on. 

Forests, in so far as they are not set apart for the use of the 
State, which is exploiting them through Trusts, are given to 
peasants on the same principle of ‘‘ working use ”’ as the land. 
The peasants may use the timber for their own needs, but cannot 
sell it; they are obliged to look after the forests and to observe 
prescribed systems of cutting. 

The legislation with regard to the land is on the whole the 
most conservative part of the Economic Law of the U.S.S.R., the 
reason for this being obvious. The legal position of the com- 
mune, now as formerly merely an agricultural and not an 
administrative unit, has been left almost intact; the commune 
decrees the re-divisions of land (which, however, are not now 
allowed more often than once every nine years), fixes the rotation 
of crops, possesses land and buildings of its own, etc., etc. 

A curious legal concept (dating among the peasantry from 
time immemorial) is the Dvor (the household). The right of 
possession belongs not to this or that mujik or his family, but to 
the Dvor. The latter includes all members of the family present 
or temporarily absent, together with persons in fact recognised 
by the family as full partners, such as relatives and sometimes 
workmen. The head of the family is only the traditional repre- 
sentative of the Dvor, and possesses no privileges as against other 
members: the Dvor can protest against his actions to the com- 
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mune, and get him displaced. The property of the Dvor does not 
answer for debts contracted by its members for their personal 
benefit, but only for debts contracted for the benefit of the Dvor 
itself. The institution of inheritance becomes, therefore, super- 
fluous; the Dvor being quasi-immortal, the only objects which 
can be inherited are the personal belongings of the deceased. 

The peasant is free to abide in the commune or to exchange 
his land for co-operative or individual possession. 


Co-operative Possession 


This is a new concept on purely communistic lines. In some 
of the land co-operatives the land is cultivated in common, but 
the produce is divided among its members; in others, both pro- 
duction and consumption are in common. The law, without 
enforcing this method of farming, gives it preferential treatment 
by allowing it more credit and reducing some fees and taxes, 
etc. Apparently, however, the land co-operatives have taken 
no root in Russia. 


Individual Possession of Land 


Despite its antipathy to individual effort, the Soviet Govern- 
ment was compelled in 1921 to recognise the economic necessity 
of taking up again the agrarian reform of 1906.1 This, the passing 
of the peasants from communal to independent farming, has now 
been re-started approximately on pre-war lines. The only 
fundamental difference is that separation from the commune 
does not give the peasant ownership of the land. At the time of 
communal re-divisions any single peasant may claim separation ; 
at other times, separation is possible only if one-fifth of the 
commune claim it. In such cases partition of the land is carried 
out by Land Committees. The size of the new farms is based on 
the number of members in the Dvor, and the new farm must 
contain all its land in one or in a few plots; whereas under the 
communal régime the land allotted to each Dvor always consists 
of many “ strips,” ten, twenty, or more, in number, spread over 
the whole area of the commune. 

N. GuBsky 


1 See article by the present writer in the Economic Journat for December 
1921. 
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THE FUTURE OF GOLD AND INDIAN CURRENCY 
REFORM 


Sir Basit Buackett, the Finance Minister of India, put 
before the Hilton-Young Commission on Indian Currency and 
Finance a scheme for a gold standard and a gold currency under 
which the silver rupee would no longer be legal tender except for 
small sums, and after a period the rupee would be convertible 
into gold currency. This scheme was rejected by the Com- 
mission after exhaustive inquiry. It would have involved a 
large demand for gold at a time when European countries were 
attempting to get back to normal trade conditions, and it would 
have meant the dethronement of the rupee and the sale of 
redundant silver equivalent to three times the world’s annual 
production. It was hoped by the sponsor of the scheme that 
the uneconomic habit of the people of India (who hold to-day 
£550,000,000 or 14 per cent. of the world’s stock of gold) would 
be cured by the introduction of a gold currency. The views of 
Mr. Benjamin Strong, the Governor of the Federal Reserve Bank 
of New York and his American Colleagues, Professors Sprague 
and Hollander, and Mr. Montagu Norman, the Governor of the 
Bank of England, on gold, the evidence of Sir James Brunyate, who 
defended the gold exchange standard as a system of currency, and 
of Mr. C. H. Kisch, Financial Secretary at the India Office, who 
criticised Sir Basil Blackett’s scheme with special reference to its 
cost, are of particular value in this connection. It is undoubtedly 
true that one of the most important of monetary problems in the 
next two decades is whether the supply of gold will or will not be 
sufficient to avoid a fall in world prices. If the conclusions are 
that present prospects point to a gradual and substantial decline 
in gold production over the next twenty years in the absence of 
a revolution in mining methods or new discoveries, a fall in 
prices may be regarded as probable. The fall could be prevented 
by suitable action on the part of the Central Banks of the world 
with a view to economising gold. 

From 1896 to the outbreak of war prices were rising with the 
largely increased production of gold from the world’s mines. 
In many countries, notably in India, there was a considerable 
increase from 1905. Had there been no war it is not improbable 
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that prices to-day would have been higher than the pre-war level, 
and it must not be thought that we have of necessity to get back 
to a pre-war level of prices. In fact, in their evidence before 
the Royal Commission on Indian Currency and Finance, the 
American witnesses stated that the Federal Reserve Board was 
working to keep the price level stationary at about 50 per cent. 
higher than the pre-war rate. In the last few years, in the case 
of those countries which have stabilised their currency, the 
movement in prices has been downwards.! As things tend to 
become more normal cheaper methods of production make for a 
lowering of prices. The question of the supply of gold is more 
intimately connected with the long-period movement of the price 
level than with the short period. It is with the long period that 
we are especially concerned. 

There are not a few who hold that the essential function of 
gold for monetary purposes in the past was for circulation and 
for the redressing of an adverse balance of payments in the 
interval before it is corrected, and with the withdrawal of gold 
for circulation only the second of these functions remains. Gold, 
however, human nature being what it is, is required as a store of 
value and as a sign of unassailable strength. The effect on the 
imagination of such a store can scarcely be over-estimated from 
the point of view of confidence. Nevertheless, the function of 
gold in the present-day monetary systems of the world is changing. 
It does not support the whole structure of credit in a country. 
Gold reserves have not to increase proportionately with the growth 
of business. The additional use of gold on this account need be 
only small. Payments cancel themselves out through the use of 
cheques and currency notes, and very little gold need pass in 
final settlements in a country in spite of its continued importance 
in the clearing of foreign debts. Gold is to-day still the basis of 
the credit and price systems of the world, and the amount of gold 
which any country keeps depends both on the prestige of the 


1 Pre-war = 100. 


Oct., 1925. | Feb., 1926. | Feb., 1927. 
Great Britain 154 149 143 
United States. 158 155 146 
Sweden 154 152 146 
Netherlands P 154 149 144 
Austria 127 120 130 
Hungary. 131 125 127 
Germany . 143 134 103 


Cf. Federal Reserve Bulletin. 
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note-issuing bank or Government and on the custom that obtains 
in the country. With a change in custom there may be quite 
a considerable decrease, for example, in the amount of gold 
considered to be necessary for confidence. In France in recent 
years the reserve fell to a low percentage, but this had no great 
effect on the confidence of the general public in the Bank of 
France. In the Federal Reserve system in the United States 
the reserve of gold is a high percentage, over 70 per cent. The 
ideas prevalent in a country as to a safety margin and the prestige 
of the note-issuing institution then govern the size of the reserve 
required as a sign of strength. So long as gold is the one com- 
modity acceptable for all products and services, it will remain 
the basis of the world’s credit and price systems. It is hardly 
correct to say that gold for monetary uses is to-day required only 
for redressing an adverse balance of payments. It is required 
also as a store of value within countries. 

The most remarkable features of gold production are the 
phenomenal production in the last quarter of a century and the 
probability of a decrease in production in the near future. The 
strictest economy in the use of gold will be essential if a fall in 
world prices is to be avoided. The following data! have been 
carefully prepared to show the position at a glance : 


Gold Production 
(In £ millions at 84s. 11}d. per fine oz.) 
(i) 1493-1926. 


Percentage of 
Period. World’s Output. Aggregate. 
1801-1900 : £1,583 m. 37 
Total (407 yrs.) . £2,070 m. 49 
1901-1926 (25 yrs.) . £2,109 m. 51 
£4,179 m. 100 


1 Sources: Soetbeer’s Materials for the Illustration and Criticism of the 
Economic Relations of the Precious Metals and of the Currency Question, Berlin, 
1886; the careful memoranda of Mr. Joseph Kitchin and of the American wit- 
nesses before the Royal Commission on Indian Currency and Finance (Vols. III 
and V, 1926): Statist, March 26, 1927, and my paper on “ Some Effects of the 
War on Gold and Silver ” (Royal Statistical Society, 1920). ‘ 

R 
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(ii) ANNUAL OvTPUT 


Rest of : 
Transvaal. | British | {foreign 
Empire ountries. roduction. 
1913. * 37-4 21-2 36-1 94-7 (pre-war yr.) 
1915. 38-6 22 35-8 96-4 (record yr.) 
38°3 17-8 30-2 86-3 
1918. 15-2 28 79 
1919 35-4 14:7 24-9 75 
1920 34-7 13-4 20-9 69 
1921 . 34:5 12-9 20-6 68 
1922. 29-8 14-8 20-9 65-5 
1923. 38-9 14:5 22-1 75-5 
1924. 40-7 15-3 25 81 
1925. 40-8 15-3 24-9 81 
1926. 42-3 15-2 25:3 


(iii) OUTPUT IN 1926 


Fine oz. Valuo £. % of total. 

Transvaal 9,962,852 42,342,000 51 
United States 2,189,830 9,307,000 11 
Canada . 1,729,000 7,348,000 9 
Russia . 992,155 4,217,000 5 
Mexico . 753,682 3,203,000 4 
Australasia. 613,697 2,608,000 3 
Rhodesia ‘ 594,205 2,525,000 3 
India. 383,215 1,629,000 2 
Total British Empire 13,543,829 57,561,000 69-5 

»» World . 19,498,520 82,869,000 100 


There are many important facts that strike the eye as one 
glances down these tables. The production of gold in the 
present century is the equivalent of half the world’s output during 
the last four hundred and thirty-four years. Since the high- 
water mark of 1915 there has been a drop of 15 per cent. in the 
world’s output, although in the Transvaal, which produces a 
shade over 51 per cent. of the total, there has been an increase of 
93 per cent. The production of gold in the Transvaal in 1926 
was chiefly the cause of the world’s output in 1926. Indeed the 
production was a record production for any single producing 
country. By means of improved technical methods of produc- 
tion, and in spite of higher costs for stores and higher wages, the 
costs of production in the Transvaal have been reduced. An 
analysis of the views of British, American and South African 
experts shows on the whole that there is, nevertheless, the 
probability of a decrease in production within a short period of 
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years. The official mining engineer of the South African Govern- 
ment, Sir Robert Kotze, estimates a decline in ten years of 
about 48 per cent. ‘‘ Unforeseen discoveries may, of course, put 
an entirely new complexion upon the position,” he adds, ‘ but 
it is not safe to rely on such an eventuality.”’ Mr. Joseph Kitchin, 
Manager and Director of the Union Corporation, one of the 
largest mining corporations in the Transvaal, believes that pro- 
duction is now at its maximum and that new mines to be opened 
would not offset the declining output of older mines. He also 
holds that the decline in the Transvaa! would not be equalled by 
increases elsewhere. He informed the Royal Commission on Indian 
Currency and Finance that for the five years to 1929 the world’s 
production may be estimated at £395,000,000, of which 1925 has 
already contributed £81,000,000. For the following five years the 
production he estimates at £365,000,000, and is of opinion that this 
is rather optimistic. By the end of 1934 the Transvaal production 
he believes will be 30 per cent. less than at the present time. He 
allowed a production in the case of Canada of £8,500,000 per 
annum, and also a possible increase in the case of Russia to the 
pre-war figure, but did not allow for any large increases elsewhere. 
It is doubtful if the allowance for Canada’s increase in gold 
production is sufficient. It has already doubled since 1920, and 
before long it will take the second place in the gold-producing 
countries of the world. There are experts who believe the 
Canadian production will increase within five years to £10,000,000 
or even £12,000,000. In the case of the United States there has 
been a fall from nearly £21,000,000 in 1915 to £9,300,000 in 1926, 
owing to the exhaustion of profitable mining in Nevada and 
Colorado. The level to-day is below that of the fifties of last 
century. Australia and New Zealand have fallen from being the 
most important producing areas in the world to a level to-day 
with Rhodesia. Professor Gustav Cassel supports the view of a 
possible shortage of gold and the necessity of economising gold 
to avoid a heavy and continuous decline in prices, which in turn 
would lead to disputes, strikes and depression. In his evidence 
before the Commission he showed that between 1850 and 1910 
the world’s stock of gold was multiplied by 5-2, which corresponds 
to an annual increase of 2-8 per cent. He selects this period 
because the general level of gold prices in 1910 was almost the 
same as it wasin 1850. In the Skandinaviska Kreditaktiebolaget he 
shows that in the years 1920-23 gold virtually doubled in value. 
The return to the gold standard by a number of countries has 
increased the demand for the metal, but production has not 
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increased and an increasing scarcity of gold must result. This 
will be intensified if the production of commodities expands to 
a considerable degree at the same time. Professor Cassel fears 
that gold production will not increase more than 2 per cent., and 
therefore the world must restrict its gold demands as far as 
possible. Mr. Kitchin has worked out the increase in the stock 
of gold money between 1851 and 1907, a period of 56 years, as 
3-03 per cent. per annum, and between 1844 and 1913, a period 
of 69 years, as 3-04 per cent. He shows with the increase in 
efficiency of gold money the figure for 1880 to 1913 is 2-76 per 
cent. It is doubtful if Professor Cassel is right in taking a 
percentage based on the average of the period 1850 and 1910, 
when all countries, with one exception, went on to the gold 
standard, and when the banking systems of the world were not 
so developed as they are to-day and the economising of the use 
of gold not so great. The Commission on Indian Currency and 
Finance were convinced “ that it would be most imprudent not 
to take into account the possibility, indeed the probability, that 
unless great economy is exercised in the use of gold, both in 
regard to its use as a commodity and its use as money, we have 
to look forward to a prolonged period of steadily falling commodity 
prices throughout the world.” 

It must be admitted that the proof that the supply of gold 
in the near future will be insufficient is not absolutely con- 
clusive, because of the possibility of economising in the use of 
gold, especially in regard to banking. It is necessary to examine 
the available data in regard to the consumption of gold. 
Approximately 52 per cent. of the world’s stock of gold is used 
for monetary purposes, 32 per cent. for industrial purposes in 
Europe and America, and 14 per cent. is absorbed by India. 
The effect of gold absorbed by India in the period following the 
Californian and Australian gold discoveries of the middle of last 
century has been to moderate the large increase in prices that 
took place. India’s absorption is important because the quantity 
of gold absorbed is relatively to the world’s annual production large. 
It is still more important because the gold is used for hoards and 
jewellery and does not remain, as in the case of gold taken by 
Western nations, part of the world’s monetary stock. The following 
table shows the employment of the world’s stock of gold in the 
pre-war year and in 1924. The data were submitted by Mr. Kitchin 
to the Commission on Indian Currency and Finance in a slightly 
different form and have been compared with the available statistics.1 


1 Vide Table 5, p. 538, Vol. III, Royal Commission on Indian Currency and 
Finance. 
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World’s Employment of Gold. 
(In £ millions.) 


End of 1913. | End of 1924. 
Monetary gold: 
State banks and treasuries 945 1,710 
Other banks . 125 90 
Circulation . 500 100 
Not traceable (including hoarding) 18 200 
Gold for the Arts (Europe and ee z 1,042 1,241 
India’s absorption. ° . 392 553 
Absorption of China and Egypt ; : ‘ 100 106 
World’s output (since 1493) . ° £3,122 £4,000 
(Expressed in percentages.) 
Monetary gold : 
State banks and treasuries 30 43 
Other banks . 4 2 
Circulation . 16 3 
Not traceable (including hoarding) 1 5 
Gold for the Arts (Europe and am n 33 31 
India’s absorption . 13 14 
Absorption of China and Egypt 3 2 
100 100 


It will be seen that the amount of monetary gold in State 
banks and treasuries has almost doubled, and that the amount 
of gold in circulation at the end of 1924 decreased by £400,000,000. 
A comparison of the gold reserves of Central banks and govern- 
ments in 40 countries of the world in 1926 shows an increase of 
92 per cent. over those in the pre-war year 1913. The gold 
holdings of these 40 Central banks and governments were £1,836 
millions in 1926, as against £954 millions in 1913. There is, as 
is well known, little monetary gold now outside Central banks 
except in the United States, Canada, and Australia. In June, 
1926, in the United States there were $40 millions in gold 
coin, not including gold certificates, held by banks other than 
Federal Reserve banks, and apart from that in circulation. 
The pre-war (1913) figure was $225 millions. The Canadian 
banks at the end of 1926 had $70 millions outside the Central 
Reserve, while in Australia in June, 1926, the gold held by 
Commercial banks (including a small amount of silver) was 
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£32,000,000. In this period then, gold has been concentrated in 


banks of issue at the expense of Joint Stock banks and of the gold 
hitherto in actual circulation. An examination of the distribu- 
tion of the gold in reserves shows that it is much more unevenly 
distributed than before the war. The reserves of the United 
States, Japan, Australia and some of the South American States 
show large increases, while those of Italy and Eastern Europe are 
less. The reserves of the United States are more than three times 
the pre-war level, while the volume of credit has similarly increased. 
The efficiency of American banking reserves has been, of course, 
greatly increased by the Federal Reserve system. The tendency 
since 1924 has been general throughout Europe for countries in 
which gold stocks were relatively low to build up their gold 
reserves, while countries which accumulated large stocks in the 
war have been shipping gold to other countries. Since May, 1924, 
Germany has increased her gold holdings by £65,000,000, or at 
least 255 per cent. Belgium and Hungary have also since 1924 
increased largely their gold holdings. At the end of 1926, 44 per 
cent. of the gold holdings of Central banks and governments were 
in the United States and 8 per cent. in Great Britain, or more 
than one half the total. The gold reserves of countries in Europe 
(25 in number including Great Britain) were 37 per cent. of the 
total, as compared with 44 per cent. in the United States and 19 per 
cent. in countries (14 in number) outside the United States and 
Europe.! 

The absorption of gold by India is most striking. Unlike 
China, which during the last three decades has taken over three- 
fourths of her imports of the precious metals in silver, India has 
taken only 45 per cent., the remainder (55 per cent.) being in the 
form of gold. Since the pre-war year (ended 31st March, 1914) 
India has year by year except on three occasions (1915-16, 1918- 
19, and 1921-22), and in spite of the war, been an importer of 
the precious metals, and this has not been for monetary uses. 
The following table shows the large imports in the last four years, 
and when one remembers the total annual production from the 
world’s mines, this large absorption is all the more striking. 


1 Cf. Federal Reserve Bulletin, April, 1927. U.S.A. gold holdings (Treasury 
and Reserve banks) were in 1913 $1,290,420,000 and in 1926 $4,079,531,000 ; 
Great Britain (including gold in both the issue and banking departments of the 
Bank of England, including some silver and the currency note reserve) in 1913 
were £34,049,000, and in 1926 £147,084,000. The reserves for European 
countries including Great Britain (25 in number) were in 1913 £566,257,000 and 
in 1926 £672,671,000; for non-European countries excluding U.S.A., these were 
in 1913 £130,034,000, and in 1926 £347,779,000. 
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Net Imports of Gold into India.+ 


(Weight in fine ounces and value calculated at 84s. li}d. per fine oz.; 


Year ended 31st March. Wt. in fine ozs. Value in £. 
1925 ‘ 11,965,221 50,827,262 
1926. ‘ - 6,135,579 26,063,428 


The net imports were in these four years larger than in any 
year since the war except for the year ended 3lst March, 1920, 
when the net imports converted at the average rate of exchange 
of the year were £35,150,000. From Bombay, where the major 
portion of the gold arrives, it finds its way up-country to meet 
the demand which is general throughout India. Delhi, Amritsar 
and Agra are the main distributing centres in Northern India. 
The prosperous Canal Colony districts of the Punjab and the 
cotton-growing areas in Bombay and the Central Provinces are 
large consuming tracts. In times of insecurity the tendency to 
hoard, strong indeed for generations, becomes stronger, and if 
gold as in recent years is cheap it is an attractive although barren 
investment. In 1924-25, owing mainly to the agricultural 
prosperity and to the low price of gold, all surplus cash was 
invested in gold. ‘“ Almost every family,’ wrote the Controller 
of the Currency, “in which marriages were likely to occur during 
the next year or two, took the opportunity to lay in the necessary 
store of gold while it was cheap.” 

Were this absorption of gold to decrease considerably there 
would be economy in the use of gold. There has been in recent 
years a considerable saving by refraining from using gold coin 
in Europe and America. In India, too, the use of gold coin is 
indefinitely deferred by the recent Indian Currency Act (Act IV 
of 1927). This act has demonetised the sovereign and_half- 
sovereign and prescribes the continuance of the economical gold 
exchange standard, until the gold bullion standard and the 
Reserve Bank come into force on a date not later than the first 
of January, 1931.2 Could not a similar saving be found by 
curtailing the absorption of gold on the part of India for non- 
monetary purposes? Unfortunately there is no evidence to 


1 Prepared in the Finance Department, India Office, London. 

2 Bofore this Act, Government could refuse to give gold or foreign exchange 
in support of the rupee at its lower gold point. Now it is incumbent by Statute 
on Government to issue either gold or sterling exchange. This Act also fixed 
1s. 6d. as the statutory value of the rupee. 
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warrant an answer in the affirmative. The stock of gold in India 
in 1835 was £56,000,000, in 1900 £200,000,000, in 1910 £252,000,000, 
in 1919 £372,000,000,1 and to-day in the neighbourhood of 
£550,000,000. The only remedy for gold hoarding in any country 
is increased education and increased facilities for banking, but, 
as in France, the habit is very deep-seated and cannot be suddenly 
changed. 

There are other methods of economising the use of gold. With 
the development of bourses in Europe and America and of 
securities with a world market, the transfer of such securities is 
an alternative to the shipment of gold. With this Great Britain 
was familiar in the war. Another method, advocated by Pro- 
fessor Cassel, is the centralising of gold in the two large gold 
centres of the world, London and New York. Central banks 
could also cut down their demands for gold cover. Professor 
Sprague expressed the opinion that the Reserve Banks of the 
United States could carry on with a reserve of 50 per cent. in 
place of a reserve of 70 per cent., and this would release 
$800,000,000. By the substitution of Federal Reserve notes for 
gold certificates in circulation, the $800,000,000 could be increased 
to $1,200,000,000 or even $1,500,000,000, and this would not 
mean the contraction of credit. This freeing of excess reserves 
would be sufficient to make good any deficiency in gold pro- 
duction for some years, and is an excellent example of the possible 
economising of gold by the readjustment of reserves. 

G. Frypuay SHIRRas 
Gujarat College, 
University of Bombay. 


1 Vide Indian Finance and Banking (Macmillan), 1919. 


RECENT PAPERS ON CARTELS 


League of Nations. International Economic Conference :— 


Report of the Trade Barriers Committee of the International Chamber 
of Commerce. 

Cartels and Combines. By Dr. Kurt WiEDENFELD, Leipzig. 

Methods of Economic Rapprochement. By Pror. EvGENE 
GrossMan, Zurich. 

Cartels and Trusts and their Development. By Pror. PavL DE 
RovsteErs, Paris. 

International Cartels. By Pror. D. H. Macarecor, Oxford. 

Rationalisation in the United States. By the Hon. D. Houstan. 


La Conférence Internationale des Cartels. By Yves-Guyor. 
(Journal des Economistes, March 1927.) 

Internationale Kartelle. By Dr. R. Lizrmann. (Weltwirtschaft- 
liches Archiv, April 1927.) 

Progress in Economic Understanding. The Economic Importance 
of Cartels. By Dr. H. Erty. (The Central European, 
Vienna, April 1927.) 

Cartels and Democracy. By F.Dewatsi. (Foreign Affairs, April- 
May 1927.) 


THE international Steel Cartel had a good Press, and the idea 
of further moves in this direction obtained a remarkable publicity 
in a very short time. The Steel Cartel had two things in its 
favour—it was a form of agreement between Germany and her 
former enemies, so that it could be proclaimed as an achievement 
in pacification ; and it was public, both in the sense that its terms 
were unconcealed, and in that it had a semi-official support. Dr. 
Liefmann shows that such agreements have really a long history ; 
they are even now numbered by the score; but they lurked in an 
atmosphere of secrecy until the Steel Cartel, favoured by its 
special environment and seemingly special significance, gave to 
the whole movement a confidence which brought it into the open, 
and claimed for it the title of Rationalisation. Since then, its 
Press has been somewhat too good; the iteration of this term has 
become tiresome, so as to cause a reaction of suspicion that 
judgment is being rushed and captured in favour of what is 
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certainly a formidable extension of the combination movement. 
We are “ afraid of big business ”’ if we do not examine its new self- 
definition, so that it “‘ gets away with it,”’ and is able to speak as 
if the “ Trust question ” were an out-of-date panic. 

These papers are contributions to a debate, occasioned by the 
Economic Conference, on one form of international combines, those 
which are reached by way of agreements. There is, of course, as 
Dr. Liefmann emphasises, a great background of direct inter- 
national capitalism created by the ramifications of “ Concerns.” 
These need not, however, be monopolistic; agreements are 
picked out for special consideration because adherence to them 
imposes restrictions, at least in the usual cases, on outpui or 
markets, and is intended to exchange between the parties 
monopolistic spheres in some sense. 

There are area-cartels which distribute the trade, and output- 
cartels which allot the production, and there is a general assump- 
tion that the debate is concerned with these, and especially with 
the former. It would have been a good thing if the case for 
“cartels of conditions” had been included. Competition is 
rarely referred to sans phrase ; it is anarchic, chaotic, excessive, 
unregulated, unlimited, and so forth. But it is the purpose of 
“condition” cartels to regulate methods of trading; many 
relationships of this kind already exist, as regards conditions of 
sale and credit, standardisation, and, in the United States, trade 
practices. In several of these Memoranda, the formidable 
structure of an international province or output cartel appears in 
the end to be justified mainly by the claim that it may stop 
dumping. This is Liefmann’s point, and also Wiedenfeld’s. 
Since national cartels accentuate this problem, there must be an 
international delimitation. But would not a condition-cartel 
suffice for this? Let them define dumping, and agree.to bar the 
practice. In the same way, if international agreements will 
facilitate all kinds of consultation, exchange of information, and 
so forth, is it not worth while trying such an organisation as will 
just do that—what Liefmann calls a Verein? It would seem that 
the International Chamber of Commerce, and the League of 
Nations, might between them arrange many forms of agreement 
and consultation, including consultation for the reduction of trade 
barriers, which would be a less exceptionable way of doing some 
of the chief things which are presented as excuses for province or 
output cartels. In this respect, Mr. Houston’s Memorandum is 
of special significance. In the United States, the cartel agreement 
is not allowed; it is a continental area, with giant businesses, as 
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in Europe; but they may not delimit that market, so that their 
“ rationalisation,” as he reports on it, applies to an environment 
of conditions surrounding competitive trade, and they are 
neither “ anarchic ” nor unprosperous. 

It is, however, the stronger agreements which are discussed in 
these papers. They are international in the sense that the parties 
to them are representative of different countries. Their inter- 


- nationalism, as a question of what they do, and whether that 


corresponds to the most “ rational” distribution of work, is a 
question of proof, not of definition. Will they make the best 
terms for their national industries, standing upon their own 
tariffs, or will they try to allot production so as to correspond to, 
and gradually reach, a minimum tariff position? This latter sense 
of internationalism seems to be claimed, when it is argued that 
they will render tariffs superfluous. But let us hear Dr. Wieden- 
feld. The question to be considered in each case, he says, will 
be ‘ not loyalty to the agreement, but simply the mathematical 
calculation whether the reduced cost of production anticipated 
from increased output does or does not exceed the amount of the 
conventional penalty.” In policy, this is nationalism, not inter- 
nationalism. It does not leave much content in the idea of 
rationalisation. It is not what is meant by “‘ economic pacifi- 
cation ’”’—Dr. Grossman’s phrase—or by the “nations getting 
together.” 

The consensus of opinion in these papers is favourable to the 
agreements, and in some of the longer ones a general defence is 
offered of Cartels asa whole. But the international extension does 
raise new questions; partly because the consumer does regard the 
foreign producer as his alternative, partly because of the problem 
of an authority for control. The dissentient is Yves-Guyot. He 
is not to be served by the mere word rationalisation,—“ lourd 
neologism imposé par |’Allemand ’—of which there is such a 
cult. Itisnot ‘“ rationalisation ” but just ‘‘ ration ” of production 
that is in view, and what is that but restriction? Then “ qui 
restreindra la restriction? ’’ He foresees the transfer to a wider 
sphere of the conflict between labour and capital, one restriction 
met with another, two socialisms between which output will take 
its chance. His vigorous critique, of both national and inter- 
national cartels, is inconclusive, unless he holds that no form of 
producers’ agreement can improve at least the conditions of 
modern competition. 

Important contributions are made in the other memoranda to 
the history of the Cartel Movement, Dr. Liefmann’s review being 
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by far the most substantial. But their main interest is in the 
treatment by the apologists of international agreements of the 
question of tarifis. These agreements have, in more popular 
writings, been commonly assumed to be in some way a substitute 
for, or alleviation of, existing trade barriers. But the argument 
is very obscure. A substitute for tariffs leaves the position as it 
was. A reduction of tariffs, somehow obtained through trade 
agreements, might be obtained by a more direct method. Some- 
thing which renders tariffs ineffective, while they exist, is a hard 
proposition. The reader may judge from a summary of the 
arguments. 

The Trade Barriers Committee desires the abolition of 
prohibitions of import and export, and the free movement of raw 
materials. It favours international agreements, because they 
*‘ may contribute to the solution of tariff problems,” by preparing 
the ground for official commercial agreements, and enabling a 
more rational distribution of production. “ Ruinous com- 
petition ’” would be eliminated; abuses would be remedied by 
** giving rise to fresh competition.’”’ Not much comes of this. 
Reservation of markets is a common clause of international 
agreements, and means a prohibition of import. In what way 
does the ground need to be prepared for official commercial 
agreements ? 

Dr. Grossman replies to the question of direct official agree- 
ments. They are now being concluded for periods that are too 
short. Besides their instability, bargained tariffs may only put 
up duties. He does not, therefore, wish to prepare the way for 
official agreements. He thinks that producers’ agreements can 
be made more rapidly. What will they ensure? ‘ The division 
of labour on international lines, the advantages of which have so 
long been vaunted by free-traders, but which cannot be-obtained 
by, diplomatic negotiation, will at last be brought about by 
co-operation among producers.” International cartels “‘ will be 
able to decree that any factory or workshop which, on account of its 
geographical situation or inadequate equipment, is incapable of pro- 
duction at a lowcost, shall be closed down on payment of reasonable 
compensation to its owner.’’ Thus “ protection will be rendered 
harmless by international co-operation.” This at first seems to 
suppose the establishment of the conditions which would exist in 
the absence of tariffs. But the essential feature is the allotment 
of markets; ‘‘ they will successfully allot markets among them- 
selves, fixing the shares of the industry in each country.”” Much 
international traffic will by this rationalisation become needless ; 
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‘ it will not be possible to avoid all crossing of frontiers,” but “ the 
cartelled producers might create a central fund, which would 
refund to exporters the cost of freight and customs on all inter- 
national consignments authorised by the cartel.’”’ The League of 
Nations would have the function of dealing with abuses of power. 
This means a continental, rather than an international cartel; 
apart from the administrative scheme, which may be taken as 
indicative of the kind of thing in view, the question is of tariffs. 
Do they cease to be barriers if (a) as a result of them national 
markets are locked up, and (b) they still remain levied on the 
trade which goes? Considering the great differences in the size 
of European nations, why is it the international traffic that it is 
“ rational” to reduce to a minimum—except that tariffs compel 
the proposal to take this form? How, for instance, would the 
Austrian position be thus “ rationalised ”’ ? 

In Dr. Wiedenfeld’s impartial and careful Memorandum, 
no such great claims are made for cartels, and he perceives 
the difficulties of their extension beyond the area of business 
patriotism. Most cartels are still loosely constructed, and it is 
premature to hope for stability of policy on any wide scale. But 
he thinks something can be done to correct certain instabilities, 
especially those connected with dumping. Quite a mild form of 
agreement might be framed so as to deal with excesses in this 
direction, but Dr. Wiedenfeld repeats Dr. Grossman when he 
says that “in all producing countries, a protective duty on 
articles controlled by an international cartel is losing its raison 
détre.’ And where Dr. Grossman’s word is “ harmless,’ and 
Dr. Wiedenfeld’s (in effect) ‘‘ useless,” Dr. Liefmann’s is “‘ super- 
fluous.” ‘‘ A market-cartel,” he says, “ works more exclusively 
than a tariff.”” One is tempted to stress this point, in view of the 
nature of the claims made for international cartels, in spite of the 
fact that such distinguished writers have so frankly anticipated the 
objection by admitting it. No one can read the papers in relation 
to each other without feeling that the anticipation of this broad 
objection has not disarmed it. The position with which we are 
left is not easy to understand. 

Dr. Liefmann at once qualifies the admission by his statement 
that international cartels are transitory, and legally insecure, so 
that the intensification of tariffs will not be lasting. Further, he 
points out that there will be non-adherents, so that there will 
still be raison d’étre for the tariff. And, finally, that ‘“ when 
international cartels are in prospect, the tendency toward protec- 
tion can be intensified, in order to create as strong a bargaining 
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position as possible.” Now this obviously applies also to the 
renewal of cartel agreements already running. This is admitted, 
more or less casually, by the other apologists. Again, in reference 
to the claims of rationalisation by cartels, all this tangle is very 
confusing. 

It is also an important consideration that the producers in a 
single international cartel are unlikely to be able to bargain the 
tariff rates on their own products alone. The entire tariff is the 
national bargaining instrument. The rate on one thing is 
bargained against those on other things. If private arrangements 
are to lead to reduction of duties, relations between international 
cartels would seem to be necessary, in order to prepare a 
programme nationally acceptable. 

A single cartel might, however, agree on anti-dumping 
arrangements. This is the aim which Liefmann has mainly in 
mind. ‘The order of causation, he says, is: tariffs and domestic 
cartels—international dumping—international cartels—dumping 
in third markets—higher tariffs in these markets—new producers 
therein—general over-production—international output-cartels. 
But these last have great difficulties. So the most that can be 
hoped for is some restriction on dumping, which is the chief 
‘* falsification of the world-market.” If this can be carried out, 
home prices may fall somewhat, as foreign losses are reduced. 
His matter-of-fact analysis, full of intricate give and take, seems 
to result in letting the whole matter work out somehow its own 
solution. 

Dr. Ertl holds that anti-cartel legislation must fail, because it 
is hopeless to define unfair prices. He repeats the view that 
international cartels “ will make practically invalid Customs 
barriers and numerous other obstacles,” while stating later that 
“a cartel is the only way of defending the home market against 
the inroads of foreign competition,” and that in regard to exports 
‘a cartel may prove the only way along which certain markets 
can be secured and the manifold customs, obstacles, and restrictions 
can be surmounted, which are still in existence.” This is all very 
obscure. How is a market secured except by restrictions, i.e. 
obstacles? At home, he draws a parallel between the policy of 
laying still the less productive works, and the unemployment 
benefits of workmen. He says it is a saving of the nation’s 
capital if prices are raised so as to keep the unremunerative works 
in being; but also that, since a cartel “‘ does not ruin factories, 
but lays them still,” and the owner is allowed ‘“‘ a permanent 
share in the profit of the remaining enterprises,” therefore a 
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cartel ‘‘ saves portions of the national wealth which otherwise 
would be lost beyond recovery.” Writing as Assistant-Secretary 
to the Vienna Chamber of Commerce, he thinks that Austria may 
find a remedy for impoverishment if progress in economic under- 
standing removes private prejudices against cartels, against 
which she has no effective legislation. 

Mr. Delaisi has a new idea. Cartels of producers alone will 
become an oligarchy, more dangerous if they are international. 
His remedy is a tripartite organisation, immediate consumers and 
employees being summoned into the price-fixing deliberations of 
the producers. And if these three interests should only conspire 
to hold prices too high, the wholesalers ‘“ will not be slow in 
reporting that the (final) consumer is limiting his purchases.” 
There will be a reaction, ‘‘ the latter cartels recalling the first to 
moderation.” The producers of rolled steel will be in the 
deliberations of the raw steel cartel, and will in turn summon to 
their deliberations, besides their own employees, the producers of 
machinery. Certain compulsory cartels in Germany have a 
measure of public control; but as a rule, producers of A products 
have summoned those of B products to their deliberations by 
buying them up, and forming a vertical system in addition to the 
horizontal system. This has not safeguarded the final consumer, 
whose reaction by refusing to buy, as Mr. Delaisi puts it, is simply 
the whole problem over again. 

Professor de Rousiers, apart from an historical sketch, offers 
to the debate only some very general thoughts on agreements. 
He rightly points out that there could be international agree- 
ments without tariffs. But the existing question is, whether such 
agreements will intensify or lessen the barriers to trade. He 
does not handle this problem. He holds that all contracts 
limit the scope of the contractors, but are nevertheless examples of 
commercial freedom. “The engineering firm which accepts a 
large order sufficient to keep its works busy for a given period 
thereby relinquishes its freedom to accept other orders during 
that period.” But, surely, it is something else with which the 
debate is concerned. Lawful agreements he defines as those which 
make for stability, which are public, permanent, and independent 
of the official authorities. All this raises, without settling, 
questions. 

One is left with the impression that, as soon as we go beyond 
cartels of conditions, and consider cartels of restriction, there is a 
conflict between two ideas of rationalisation. Protection is 


quite independently defended as a form of applying this a 
No. 146.—voL. XXXVI. 
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So that the ideal of the New Rationalisation can only be urged 
‘subject to certain assumptions; or, is brought in on a certain level 
of the plan, and not at the fundament. Its defence, then, makes 
play with the claim that tariffs will be “ unnecessary,” a word well 
designed, until it is scrutinised, to soothe both Protectionists and 
Free-Traders. If tariff policy had hitherto been known as 
“restriction of foreign trade,” and the word ‘ Protection ’”’ had 
been recently substituted as one of more positive and purposeful 
connotation, then we would have a fair parallel to the change 
which has turned the pre-war problem of “‘ monopolist organisa- 
tion ” into a form of “ rationalisation.” 


D. H. Macerecor 
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REVIEWS 


The National Income, 1924. By A. L. Bow .ey, Sc.D., and Sir 
Josian Stamp, G.B.E., Sc.D. (Clarendon Press, Oxford. 
1927. Crown 8vo. Pp. 59. 3s. 6d. net.) 


For an account of the National Income we may seek the answer 
to either of two questions: What do we receive ? or What do we 
spend? If we include savings with spendings the two roads of 
approach should lead us to the same end. The former line of 
inquiry was adopted by Dr. Bowley in his estimate of our National 
Income for 1911, and the monograph now issued follows in the 
main the same method. An interesting estimate of the total to 
be reached by the latter method forms part of the material 
reviewed in testing the conclusions reached. It is, of course, 
based on assumed average rates of price increase for the main 
sections of goods and services which form the equivalent of the 
part of income which is spent. Whether a more definite estimate 
of these price changes will result from a survey of the results of 
the Census of Production for 1924 is a question, the answer to 
which must await the completion of the publication of those 
results. In the meantime it would be rash to challenge any such 
carefully considered estimate as that given by the authors of the 
monograph before us. We note, by the way, that in their 
references to the First Census of Production the authors have 
relied on treacherous memories, and in referring to 1906 (Intro- 
duction, p. 9) and 1906-7 (p. 55), they may have recalled the date 
of the Act of Parliament without remembering that the Census 
related to a period not begun when the Act was passed. 

., In their general conclusions as to the proportion between the 
National Income of 1911 and that of 1924, it is unlikely that the 
authors will find reason for very serious correction as fuller 
information becomes available. That some minor adjustments 
may be necessary is illustrated by the fact that the figure of 
£2,310 millions given in the 1924-25 Report of the Commissioners 
of Inland Revenue as the estimated ‘“‘ Actual Income,” corre- 


sponding to the Gross Income for 1924-25 brought under review, 
is replaced in the Report for the following year by £2,400 millions. 


As it would appear, on the authority of the authors (p. 16), which 
82 
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on this point is certainly authoritative, that the income for 1924 
will correspond best to the assessments of 1925-26, it will be 
necessary to wait for the Report for 1926-27 to ascertain whether 
the estimate of £2,375 millions for 1925-26 given in the 1925-26 
Report needs adjustment, and to what extent, consequently, the 
calculations of our authors, based on £2,310 millions, may have 
to be modified. Among the Income Tax data used, the derivation 
of the figure of £1,110 millions for Schedule D from Table 66 in 
the 1924-25 Report (cf. p. 16) requires to be explained, since some 
information not contained in that table, or in the corresponding 
table of the more recent Report, appears to be necessary for that 
purpose. 

Special inquiries have served for a fresh estimate of the 
income of the group of persons, diminished in numbers since 1911, 
who are neither wage-earners nor in enjoyment of an income above 
the minimum subject to tax. Other special information, either 
furnished to the Colwyn Committee or derived from sources not 
readily accessible to ordinary readers of the pamphlet, has placed 
its authors in a position more favourable in some respects for 
ensuring reliable results than that of Dr. Bowley when his earlier 
estimate was in course of construction. 

The results, so far as published when the pamphlet was 
prepared, of the Wages Inquiry relating to 1924 have provided 
material of great value for the purposes of calculating the income 
of the wage-earners. It appears that the numbers in the several 
industries, or rather their changes, were “ estimated by a very 
detailed study of the occupation statistics in the censuses ” (p. 32). 
As the wage averages for 1924 relate to all occupations in the 
several industries, it may be that the grouping of occupations will 
not furnish numbers suitable for association with those averages. 
Only a very laborious calculation could determine whether the 
aggregate wages income for 1924 of £1,600 millions, resulting from 
the authors’ calculations, would be affected by the substitution 
of industrial aggregates for figures derived from occupational 
classifications. 

One point of some interest in connection with the wage 
aggregate is the £40 millions included in it in respect of the wages 
of soldiers and sailors abroad. In the remarkably useful com- 
parative statements on pp. 46-7, no part of the earned income is 
shown as derived from abroad, and the income shown under 
“‘Unearned income” as “ From abroad” appears to relate 
entirely to the yield of invested capital. At least a considerable 
part of the £40 millions must be derived from sources outside this 
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country, and it is included as a whole in the disposable income in 
Great Britain and Northern Ireland, so that the usual care in 
distinguishing different categories would appear to have failed in 
respect of this item. 

Everyone who wishes to discuss any problem relating to the 
aggregate income of the country should study with care the final 
chapter in which occur the tables just referred to. The differences 
between taxable income and social income in particular need to 
be borne in mind, and the relation of earned to unearned, of income 
originating at home and income from abroad, of the income of 
persons and that of corporations are all matters in which both the 
definitions and the arithmetical results of the authors will be found 
of the highest importance. The conclusion that “ the real home- 
produced income per head (when duplication is eliminated) was very 
nearly the same in 1911 and 1924 ” (p. 56) is among these important 
results. Whether it will be disturbed by the results of the 
Census of Production remains to be seen, but in any case it 
appears unlikely that the conclusion will be varied that wages 
represented fully as large a percentage of the total income in 1924 


asin 1911. 
A. W. Frux 


An Economic History of Modern Britain : The Early Railway Age, 
1820-1850. By J. H. Ciapuam. (Cambridge University 
Press. 1926. Pp. xviii -+ 623. 25s. net.) 


Reavers of the surveys of the economic history of modern 
England must often have thought, and some indeed have expressed 
the view, that many common generalisations require qualification ; 
that the authors ought at least to have attempted to put their 
statements to the test both quantitatively and regionally. They 
may have thought—or even said—this; but for the most part they 
have allowed the matter to rest there. Not so Dr. Clapham. He 
has for some years been testing statements and analysing evidence 
with characteristic thoroughness. Reports of commissions and 
select committees, census returns and other official documents 
have been carefully sifted always with the questions ““ How many ”’ 
and “‘ Where” before his mind. Now he has given us the first 
instalment of An Economic History of Great Britain, a work which 
he proposes to continue in a further two volumes. The point of 
departure, as far as one can be taken in economic history, is the 
year 1820. The present volume is divided into two parts, the 
first being a survey of Britain on the eve of the railway age, and the 
second an account of the early railway age itself. The first part 


258 THE ECONOMIC JOURNAL [JUNE 


is considerably longer than the second and somehow distinctly 
more attractive. 

The writer of economic history has to choose between dealing 
with his subject chronologically or topically. Chronological 
treatment assumes a unity of the subject which must involve 
some view of the underlying causes of economic development. 
The division into sections—agriculture, industry, commerce and 
finance—does not go beyond the postulate that these matters fall 
within the limits of any definition of economic history. There is 
no question of an economic interpretation of history as a whole. 
Dr. Clapham here, as in his Economic Development of France and 
Germany, adopts the second method, dividing the subject-matter 
into sections more or less complete in themselves. It has the 
enormous advantage that the exhaustive treatment of a single 
problem can be undertaken; but it demands constant cross 
reference, if the relations of problems to one another are to be 
kept clearly in mind. Railway speculation cannot be dealt with 
apart from the organisation of the money market or agricultural 
wages without reference to the Poor Law. As to the scope of 
economic history, Dr. Clapham makes no pronouncement, except 
perhaps incidentally, when he says, “‘ The story of the movement 
[7.e. the Chartist movement] is for the social and political historian. 
The economist watches its flow and ebb with the vicissitudes of 
harvests, overseas trade, and railway building .. .” (p. 584), 
assuming the réle of impartial spectator which some are very 
insistent that he should abandon. Economic history thus 
becomes a mine of information in which those who wish to main- 
tain a thesis may find facts but they must supply their own 
theories. Dr. Clapham himself has no patience with hasty 
generalisation, however brilliant ; he warns us against “‘ historians 
who neglect quantities”? (p. 55) and historians who ‘‘ are not 
always well acquainted with contemporary England ” (p. 454). 

One of the most notable features of the book is its compre- 
hensiveness. The author has taken Great Britain as his area, and 
he has kept the north of England, Wales and Scotland in view 
throughout, thereby necessarily correcting current impressions 
which are largely based on confining attention to the Midland and 
the southern counties. He points out that if the increase of 
population in England and Wales was due to the granting of 
allowances to the able-bodied, some explanation must be found 
for the similar growth of population in Scotland, where there was 
no allowance system (p. 54). The sections dealing with the 
Scottish Poor Law are particularly well done; Dr. Chalmers, 
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although he dominated opinion in Scotland and is still often 
referred to with deference, does not impose on Dr. Clapham. He 
might have mentioned that full confirmation of his misgivings 
about the condition of the poor in the slums of Edinburgh and 
Glasgow (p. 367) can be found in W. P. Alison’s Observations (1840), 
and a footnote might have been added to the effect that the late 
Professor W. Smart’s Memorandum on the History of the Scots Poor 
Law prior to 1845 (Report of Royal Commission on Poor Law, 
Vol. XX XVITII., 1909) is much the best account. Dr. Clapham is 
also rewarded for making his treatment comprehensive by being 
able to show that enclosure and improvement are not—as is so 
often assumed—necessarily associated (p. 137). In Scotland and 
Wales—and indeed in parts of England—enclosure was quite 
compatible with primitive methods of cultivation. 

It is a difficult task to catch Dr. Clapham nodding—or his 
printers, to whom he pays a very well-deserved tribute in the 
Preface. For a book of such a wide scope and vast detail it is a 
monument of accurate scholarship. At the most a reviewer can 
only suggest an amendment here and an addition there. On 
p. 566 there is an awkward paraphrase of a well-known passage 
from Defoe placed in inverted commas and given as a definite 
quotation. It is twice suggested (pp. 314”. and 353 n.) that 
Robert Owen may have borrowed his idea of his “ villages of 
co-operation ” from Bentham. The affiliation of the ideas of 
Robert Owen is a difficult question; but the fact that he reprinted 
John Bellers’ Proposals for raising a College of Industry of all 
useful trades and husbandry (1695) in the course of his campaign 
suggests another source for his plan. There is a statement (p. 399) 
that the North Staffordshire Railway Company . . . managed a 
railway and waterway . . . to the satisfaction of the country of 
the Five Towns for over eighty years.” ‘‘ Satisfaction ’” seems 
much too strong. Traders and manufacturers long complained 
of what they considered to be excessive charges by the Company. 
During the war evidence was submitted to the Iron and Steel 
Industries Committee to the effect that the Company had allowed 
the canal to fall with disrepair, and it was suggested that in the 
interests of the area the railway should be merged in one of the 
larger systems. The opinion which Lord George Bentinck 
ascribed to Canning, that the poor laws saved England from 
Revolution (p. 351), might be reinforced by the quotation of J. R. 
McCulloch’s view in his Principles of Political Economy (1825), 
that “‘ without it (i.e. the Poor Law) the peace of society could 
not be preserved for any considerable period.” 
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_ All subsequent writers will have to take Dr. Clapham’s work 
into consideration. When they speak of “ the disappearance of 
the yeomanry”’ they will have to define ‘‘ yeomanry” and 
distinguish the senses in which contemporaries employed the term. 
They will also have to be chary about the use of the word 
‘* disappearance ” in view of the evidence here adduced from the 
census of 1831 (p. 113). More definite limits to the prevalence 
of the ‘‘Speenhamland”’ system than the general statement 
that it was found in all countries in England and Wales except 
Northumberland and Durham will have to be given. The 
examination of the answers to the questionnaire circulated to 
poor law authorities by a parliamentary committee in 1824 
(pp. 123-4) enables Dr. Clapham to draw some important 
distinctions between methods of relief of the able-bodied. 
Figures of movements in prices and wages also destroy the 
widespread impression that until the middle forties the condition 
of the working classes was one of “increasing misery.” The 
argument that the Corn Laws were limiting the overseas markets 
for British manufactures is shown, while theoretically sound, to 
have been of no particular relevance in the period (pp. 476-79). 
But it isimpossible to notice all the points where this book demands 
some revision of accepted views. It is greatly to the author’s 
credit that he does not waste time in using his material to score 
points at the expense of his predecessors. He is more interested 
in establishing the truth, where evidence can be found, than in 
carrying on a controversy. This book by its very thoroughness 
ensures a more precise treatment of the economic history of the 
first part of the nineteenth century, and it is to be hoped that 
Dr. Clapham will be able to complete his project within the next 


few years. 
J. F. Rees 
The University, 
Birmingham. 


The Economic Background of the Gospels. By FrepErick C, 
Grant. (Oxford University Press. 1926. Pp. 152. 
7s. 6d. net.) 

The Christian Ethic as an Economic Factor. By Sm Jostan 
Stamp. (London: The Epworth Press. 1926. Pp. 106. 
2s. net.) 

THESE two books, with their calm, cogent reasoning, are, 
together, an opportune and weighty contribution to a present 
prominent debate. As we understand them they reinforce one 
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another. The moral conveyed is similar if not identical. For 
the comparatively unknown, but competent and informed, 
American scholar and the English publicist, who, with the rare 
dual experience of great affairs gained from high status in the 
Civil Service and responsible administration of large business 
enterprise, coupled with conspicuous general ability and a 
trained special aptitude for the handling of statistics, commands 
the ear of our own Press, are sympathetic rather than hostile 
to those whom nevertheless they would admonish. They would, 
warning them away from pitfalls or morasses, and cautioning 
them against seductive but misleading “ will-of-the-wisps,” set 
them on the right road towards the common goal at which they 
aim. It is true that Sir Josiah, delivering the first lecture for 
the Social Service Trust, may seem at times to feel a disquieting 
qualm that his audience, expecting him to bless, will deem him 
more apt, or at any rate more busy at this juncture, at the opposite 
procedure; and, correspondingly, Dr. Grant lays his stress on 
negative rather than affirmative conclusions that, resting on 
established record or buttressed by legitimate conjecture, counter, 
or do not support, some conceptions fondly cherished now in 
the warm hearts of those who might indignantly disown the 
reproach of the possession of cool heads. Still, readers of the 
Economic Journat from a detached position will allow that 
the books furnish a forcible and timely commentary on current 
talk confusing Christianity with Socialism. 

In this review we shall summarise their contents, with the 
hope that the originals will be consulted. Dr Grant, starting 
with an investigation of historical antecedents and sketching in 
outline the Persian and Greek periods, the times of the Maccabean 
kings, and that of Herod and the first century A.D. in his opening 
chapter, comes in his second to a close, full survey of the actual 
economic condition of Palestine, with reference to the land, to 
labour, trade, finance and population, and, specially, to the 
heavy taxation of the Government, imposing a burden that 
with the added incumbrance of religious dues was a crushing 
weight on comparatively poor resources, and then in his third 
and final chapter he is enabled thus to draw an impressive picture 
of the ‘“‘ economic background” of the Gospels, exhibiting in 
the strong light cast thereby the deep significance of some typical 
utterances of Christ. From an earlier state which, by contrast, 
was easier and more prosperous he shows that coincidently with 
the coming and teaching of Christ, an “ increasing tension ’’ was 
produced by excessive numbers in the cities, and by a “ declining 
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productivity of the soil,” “ climatic” and “ geologic ”’ in origin, 
which “ human ingenuity ”’ could not “‘ circumvent”; and this 
awkward conjuncture was aggravated by “ twofold taxation, 
civil and religious, beyond the powers of utmost thrift to sustain.” 
What wonder, then, if ‘‘ pre-Christian Jewish Messianism ’”’ rested 
on the ‘“‘ disappointed hopes of a buoyantly optimistic nation ” ? 
It was not surprising that the “ one outlook ” should be “‘ national 
autonomy following liberation from the hated yoke of foreign 
sovereignty.” It was probable, if not inevitable, that a “ soil 
renewed in fertility,” a ‘‘ new and divinely ordered ”’ in place of 
the ‘old, uncomfortably overcrowded” Jerusalem, and a 
“ righteous king of their own ” content with the “ free offerings 
of his happy people”’ should constitute the “‘ popular Utopian 
expectation,” out of which arose the “ vision” of a ‘‘ Kingdom 
of God” with a “ heavenly Messiah ’’ who, ending the present 
order and holding the ‘“‘ Last Judgment,” would “ inaugurate 
the age to come.” The “ conditions scantily reflected ” in the 
Synoptic Gospels, and in “ sections” of the fourth Gospel, and 
in the Acts and the Epistle of James, were, the author of this 
suggestive thesis argues, those reflected also by earlier and con- 
temporary Jewish literature. But nevertheless, he maintains, 
Jesus, faced with this economic impasse and these popular 
sanguine hopes, exhibited “‘ little concern ” for the ‘“‘ immediate 
political future,” and, in fact, as an illustrative example, the 
“‘ twofold taxation ”’ did not rouse in him “ furious resentment.” 
He counselled no revision of the processes of industry or trade, 
and he was a “ social revolutionist ’’ in the broad sense alone, 
that the “ethical principles”’ which he advanced would be 
“ revolutionary in their ultimate effects upon society.” It was 
not ‘“ ameliorative alteration of the structure or machinery of 
the social order or its existing institutions,” but a ‘ complete 
revision of human standards ”’ and the “‘ whole-hearted adoption 
of new principles of living ”’ at which he fixed his aim and directed 
the full stream of his exhortation. 

Such are the pith and marrow of this convincing essay. No 
doubt the significance of injunctions to render to Cesar what 
was due had been brought out before, and the spiritual import 
of Christ’s teaching discerned by authoritative expositors. But 
Dr. Grant’s addition seems to us considerable and pertinent 
owing to the strong relief given by his fresh setting and full 
presentation of the “‘ economic background.” So far as we can 
judge he has approached, examined and interpreted the evidence 
available in a scholarly temper and demeanour, anxious to get 
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and sift the truth; and we are sure that the vast majority of 
those who hear the Gospels read in church or chapel or elsewhere, 
and not a few ardent Christian Socialists of our time, have from 
the outset been almost wholly ignorant, and remain still passively 
unconscious, of the actual environment of economic circumstance 
in which Christ lived and spoke. Dr. Grant himself observes 
that he has “‘ singled out ” facts possessing a “ significance easily 
overlooked by the casual reader and even by the student unless 
particular attention has been directed’ to them. And, for our 
present purpose, his account, supplementing a fortiori some 
previous recognition, corroborates the moral to be drawn from 
Sir Josiah Stamp’s searching outlook on the problem as it appears 
to-day. In that luminous review he “ touches” “‘ fundamental 
issues of a general character”’ ‘“‘ overlooked” or maltreated 
by most exponents of the Christian ethic in their attitude to 
daily affairs.” ‘“‘ Many earnest minds,” he says, ‘ are at sea,” 
“‘ without rudder or compass,” ‘‘ misdirecting their efforts, or 
working energetically to useless purpose when so much awaits 
them which would amply repay their thought in practical achieve- 
ment.” For, he argues, the “ injunction that Christian principles 
must be made to prevail in industrial and social life” raises 
“certain presumptions without duly weighing them,” and 
“ speeches, conferences and handbooks” accept or advance 
“assumptions ” without “testing them.” A “tendency” is 
thus created to “ ignore ”’ ‘‘ fundamental considerations,” to which 
he would recall his hearers. 

The kernel of his argument may be found in the classification 
of “‘ economic factors”’ on p. 24. They are there divided into 
“ natural,” “ social’? and “human.” Under the first heading 
come the land, the seas, and climatic conditions. The second 
division comprehends (a) constitutional systems, (b) codes of 
law, (c) fixed customs and religious sanctions, (d) “ gregarious- 
ness” finding expression in associations, unions, societies and 
opportunities for collective action, and the contrary “ desire 
for privacy,” and (e) accumulations of savings in the past, 
factories and plants. In the third, last class are (1) physical 
necessities and differences; (2) family life, domestic affection, 
love of home or change; (3) motives to work, to consume, to 
save, motives of emulation, vanity, self-sacrifice, and (4) ability 
to discover and organise. Taking these factors, noting how 
differently they are compounded, and what change in them 
would imply in the enunciation of economic principles, he points 
out that a “large number” are “ quite insusceptible or im- 
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pervious to change under the influence of the Christian ethic.” 
The whole of the first group and the important category of the 
accumulations of savings in the past in the second are “ quite 
unchangeable.’ ‘‘ Slowly and over long periods”’ ethical con- 
siderations can change the other four categories in the second 
group. In connection with the third he is careful to discriminate 
the manner and degree in which change can or cannot be thus 
brought about. Many shrewd, if not very encouraging, hints 
are thrown out by the way, and the conclusions are reached that 
the extent to which an economic principle can be modified hinges 
on the relative importance of the ‘‘ human motive factor,” and 
in general must be the result of change in the average, not merely 
in the individual, standard, and that the effect may work out by 
increased output, by slight modification of the distribution of 
wealth, by altering the feeling with which that is regarded, or by 
preventing undue advantage accruing to one section “in a key 
position ” at a time of transition or disturbance. 

A test case may be given in his judicial handling of the common 
indictment of society advanced by Christian teachers, preachers 
and reformers in a plea for the “ economic betterment ” of the 
“average man.” Preliminary ambiguity arises from relativity 
of standards of right livelihood in point of time and place. But, 
leaving behind this shifting gauge, statistics, which permit of 
no avoidance or escape, prove that the “ economic millennium 
does not lie along the line of redistribution and equalising of the 
present total” in this country at the present moment. In brutal 
naked truth “‘ there is not enough to go round.” You are there- 
fore driven to the conclusion that ethical factors, to be of real 
avail, must increase output; and here, while there may be 
abundant possibility, the discernment of the proper point at 
which to influence and change economic tendencies by the 
motive factor is a ‘“‘ matter of fine discrimination and very close 
and hard work.” Sir Josiah, for example, negatively draws our 
notice to such neglected considerations as the consequences of 
“free demand as a central factor of modern life,” where people 
who cannot possibly know each other exchange their products. 
And, affirmatively, he reaches the decision that the “ greatest 
work of the Christian ethic is the slow ’—perhaps, he allows, it 
will be deemed the “ timid and prosaic ”’—process of “ individual 
character building.” ‘“ Only by a general raising of human 
sentiment to deepen spiritual quality and to carry it over a wider 
field can the factor of human motives and mutual trust be 
sufficiently changed to have an economic result.” 
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This measured issue of the survey of the present is much the 
same as the outcome of Dr. Grant’s historical exploration, when 
he declares that Christ, being no social revolutionary, launched 
no immediate programme of reform. But wholesome correctives 
as they may be of misty, hasty thought and loose, superficial 
knowledge, they will not, we fear, be very welcome in the circles 
they might advantageously instruct. They are too cold a douche 
of stern logic and hard fact for those who prefer the hot vapour 
of denunciatory enthusiasm. The intervention recently of some 
bishops and others in the coal dispute, where it is now agreed 
with tolerable, if unfortunately posthumous, unanimity that the 
miners, or their leaders, were “ fighting against inexorable 
economic force,” can scarcely be regarded as a favourable omen. 
It remains, however, for impartial students and wise statesmen 
to appraise the solid worth of the reasoned statements of the 
case contained in these two noteworthy books. 

L. L. Pricr 


The Tables Turned—a Lecture and Dialogue on Adam Smith and 
the Classical Economists. By J. Bonar. (London: P. S. 
King & Son. 1926. Pp. vi+ 52. 2s. net.) 


Tuts lecture—one of seven at the London School of Economics 
commemorating the hundred and fiftieth anniversary of the 
Wealth of Nations—‘“ curtailed on delivery,” is here given at 
full length, and the numerous references supplied. The pro- 
found, large erudition of the lecturer, illustrated in this as in all 
the scholarly products of his‘exact, industrious pen by punctilious 
citing of chapter and page, makes thus a welcome addition to the 
tribute due, as often as occasion offers, to Adam Smith. Although 
Dr. Bonar contrives dexterously to show, with apt unconven- 
tionality, in the “ dialogue,” which he modestly calls the “ less 
heavy,” but which we should sans phrase term the “ light,” half 
of the discourse, ‘‘ in what a changed world we live since the 
days of the Great Founder,” he does not fail to exhibit there 
a living portrait of the shrewd, determined Scot as the keen 
advocate he was in truth, stubbornly tenacious in holding his 
own ground and no less eager and adroit in getting behind the 
armour of his enemies by offensive thrust. The patent defect 
of his high quality was that he was the last perhaps to “ suffer 
fools gladly ” and was too obviously ready to impute knavery 
as well to those with whom he disagreed. If there be a taint 
or blemish in Dr. Bonar’s vivid presentation it is, as we judge, 
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‘ 


that the evangelical fervour of conviction in the “ gospel” of 
Free Trade, of which he makes no secret, intrudes into a picture 
where varying shades and divers colours of criticism and objection 
have been justly disposed and faithfully laid in. None the less 
we should, disowning for ourselves so strait a creed, cordially 
subscribe to the “ proper respect’ enjoined by the quotation 
on the title-page. For shining and enduring merits outweigh, 
in the scales of immortality, any dimming or detracting faults 
due to passing circumstance or human frailty; and, if we may be 
so presumptuous, we could pardon much in gratitude for the 
direct, plain, easy speech and homely, pertinent illustration, 
happily here reproduced, that contrast with the intertwined 
dialectic, hard technique and esoteric phraseology favoured, 
with unfortunate consequences as we believe, by some later 
expositors, and, as we also think, too strongly current in influential 
coteries to-day. 

The present lecturer’s appreciation, implicitly conveyed 
perhaps rather than positively declared, in the earlier part of 
his discourse, commands our admiration and approval. With 
exhaustive assiduity he pursues the eluding import of the epithet 
“classical”? through many different significations given by 
“ orthodoxy ” and dissenters. Among them, it should be noted, 
is the severe exclusiveness of Marshall’s interesting dictum, 
which would rule out J. S. Mill because he was not “ architectonic ”’ 
in matter or form, though it would, we feel, include Marshall 
himself perhaps alone of the writers of our time; curiously 
enough, we venture to pronounce, for partial rather than com- 
plete achievement of ‘“‘ architectonic ”’ building, or reconstruction. 
His design and purpose, like his mental equipment, were such, if, 
as Mr. Keynes has hinted, he was weak rather than strong in 
actual execution. Having, however, no doubt at all that the 
Wealth of Nations is a “ classic,” we are also certain that it has 
got what we consider to be the yet more lasting and more rare 


repute of being recognised as a “ popular classic.” For Adam. 


Smith can be, and has been, understood; so as to- be-actepted’ 
or denied, by men and women of the world at large, downwards 
in rank and date from statesmen like the younger Pitt, who 
boasted, with open pride, to be a “‘ pupil.” This is the addendum 
we should offer to Dr. Bonar’s illuminating apergu, which is, as 
he doubtless intended, of the pattern and quality fit for an 
address to students by a scholar. As such we could bestow no 
higher or more genuine praise than to declare that by its width 
of knowledge and the fine standard of its judgment, its stimulus 
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and suggestiveness, and its abundance of recondite and appro- 
priate allusion, it is worthy of the theme and of the occasion. 
We are glad that in this more permanent form it should hence- 
forth take its place on the shelves of economic libraries; for it 
is no negligible, and, differing from the lecturer, we would add, 
no “dry,” addition to economic bibliography. 

: L. L. Prick 


Industry and the State: a Conservative View. By Roserrr 
Bootusy, M.P., Joun pE V. Loprr, M.P., Harotp Mac- 
MILLAN, M.P., and the Hon. Oniver Srantey, M.P. 
(London: Macmillan & Co. 1927. Pp. viii + 269. 6s. net.) 


Tue relations of the State to industry are always a subject of 
so much acute controversy and dogmatic assertion that any well- 
considered attempt to re-examine their bases from a standpoint 
which combines the merits of various schools of thought will be 
of great value. The outstanding example of this is the chapter 
in Mill’s Principles, ‘‘ Of the Grounds and Limits of the Laissez- 
Faire or Non-Interference Principle.” 

The present book recalls Mill’s discussion of authoritative and 
unauthoritative interferences in the authors’ distinction between 
the ‘“‘ opportunities’ and the “ obligations” of government. 
For the opportunities, like the unauthoritative interferences, 
cover such State action as provision of information and research 
which will assist and promote industry, without definitely inter- 
fering with it. The book is frankly written from the standpoint 
of a progressive Conservatism, but the case throughout is stated 
with fairness and moderation, and emphasis is laid as much as 
possible on the general, rather than the purely political, aspects of 
Conservatism. This is made clear in the interesting discussion of 
principles in the General Introduction (pp. 1-35). 

The authors bring out implicitly or explicitly some important 
underlying principles. They make it clear, for instance, that the 
relation of the State to industry need not “ necessarily be one of 
interference in enterprise.”” They emphasise, indeed, the factor 
of risks in modern industry, which is one basis of their rejection of 
Socialism; but they are careful to show the part that can be 
played by the State in assisting industrial and commercial 
development, and this is the object of the first main division of 
the book, “‘ The Opportunities of the State.’ They propose, for 
instance, the development of an Economic General Staff. They 
evidently hope much from this towards reduction of industrial 
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‘fluctuations. They further discuss the application of national 
and local finance to assist development and, like many others, 
see greater danger to industry in high local rates than in high 
direct taxation. ‘It will be better to tax profits which are 
actually made by a high rate of income tax instead of preventing 
the possibility of profits by high rates.” They reject the idea of 
a local income tax and propose to meet the difficulty by national 
financing and control of some services at present largely local. 
There is also an interesting section on Imperial Development. 

The second main part deals with the “ Obligations of the 
State.” The point is emphasised that ‘‘ the whole conduct of 
modern industry is governed for good or ill by statute,” that is, 
that the State is definitely connected with industry and must play 
its part, whether it will or not. Moreover, it is fully recognised 
that there is a large element of monopoly in modern industry, and 
that this involves a different attitude on the part of the State to 
that which would be proper to a fully competitive régime. This 
is worked out also in dealing with the commercial opportunities of 
the State, and the authors see much to hope for from the orderly 
development of the horizontal combine, as compared with the 
vertical, which, they argue, “ has been tried and on the whole 
found unsuccessful.” They propose also some stricter provisions 
for dealing with the more favourably placed ‘‘ monopoly ” trades, 
than for the less favourably situated ‘‘ competitive ” industries, 
the distinction largely corresponding to that between the sheltered 
and unsheltered trades of current controversy. Thus they suggest 
compulsory co-partnership and what would amount nearly to 
compulsory arbitration in the former. The distinction is clearly 
worked out, and though open to certain criticisms, is well worth 
study. The authors’ aim is to secure recognition of the need of 
private enterprise and the enforcement of a high .standard of 
duty in industry, and seek a system which shall combine employers 
and employed in the promotion of production, and give a wider 
measure of democratic control in industry. For this latter, in 
particular, they hope for ‘‘ a property-owning democracy,” and 
‘* not the abolition of property, but its more generous extension,” 
which they hope to secure largely through their co-partnership 
proposals. In competitive industry they suggest the general 
establishment of developed Trade Boards with compulsory 
powers, to secure existing standards and their improvement, which 
shall in time develop other functions of the Joint Industrial 
Council type. An interesting proposal is for trade tests to ensure 
efficiency. The authors’ discussion of the difficulties is interesting, 
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but they do not perhaps allow enough for the failure of many 
Joint Industrial Councils to fulfil the hopes with which they were 
inaugurated, though the circumstances of 1926 may be more 
favourable than those of 1919 and the grant of compulsory powers 
may be helpful. The protection of the consumer—since only a 
suspensive veto is given to the Ministry of Labour—is also a 
possible difficulty, but the authors hope that in practice the 
system will emphasise the interdependence of industries and 
create a sound public opinion. 

The book is instructive and suggestive and has also some 
interesting appendices. The authors have tried to cover wide 
ground in a small space, and thus in one or two places, notably 
the section on Currency and Credit, their treatment is somewhat 
elementary. They have rightly limited themselves in certain 
directions and make a good case for excluding such subjects as 
education and social insurance. In view, however, of the 
important bearing of trade fluctuations on standards of living, 
the part that the State could take in mitigating them might well 
have been more fuily treated. Again, in dealing with their 
proposed Economic Staff, they do not seem always to be aware of 
what is already being done, like the work of the Census of Pro- 
duction, or the valuable periodical information, like the thirty- 
eight returns of the Board of Trade on industry and employment, 
which were published during the war. But, if in places they are 
open to particular comments, the authors have treated their 
subject ably and with fairness, and fully deserve careful study 


and a big public. 
N. B. DEARLE 


Cyclical Fluctuations. By Stmon S. Kuznets, Ph.D. (Adelphi 
Coy., New York. Pp. xv + 201.) 


Ficurss of the volume of wholesale and retail sales published 
by the Federal Reserve Board, admirable as they may be statistic- 
ally, have that about them which can only be described as repel- 
lent. We are the more in debt to Dr. Kuznets for the work he 
has done in digesting them, in correcting them for seasonal and 
secular changes and presenting them in a form in which their 
bearing on cyclical fluctuations may be examined. The figures 
with which he deals extend over a period of some 67 months, 
covering the strongly-marked cycle whose revival dates may be 
taken to be April 1919 and August 1921, and the minor cycle of 
1921-1924. 

Dr. Kuznets deals first with fluctuations in the dollar volume 
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_of some ten series of wholesale and retail sales, including groceries, 


dry goods, boots and so on. The graphs of these fluctuations 
show clearly-marked cyclical movements, but it would seem that 
they have little independent significance, as they are dominated 
by cyclical movements in price. 

When the fluctuations in these various series are corrected for 
price changes, with such accuracy as is attainable, so that dollar 
volumes are replaced by physical volumes, the graphs have lost 
much of their similarity of form : fluctuations are generally much 
smaller, retail and wholesale variations may differ widely from 
one another; and differences in the physical and dollar volumes 
of retail sales may be so marked as to show that the physical 
volume of retail grocery sales, in sharp contrast to their dollar 
volume, was conspicuously high throughout the whole of 1921, a 
year of marked depression. This demonstration of the large 
measure of independence in the movement of physical volumes 
is admirable as a corrective of simple interpretations based on 
the more symmetrical movements in dollar volumes; but it makes 
it exceedingly difficult to discover any uniformities in the move- 
ments of the physical series by which they may be related to the 
business cycle. Fortunately the uniformities have not entirely 
vanished. It appears to be generally true that fluctuations in 
the physical volume of retail sales are less ample than those in 
wholesale sales, and that these in their turn are probably smaller 
than those in the output of manufacture. These are the central 
facts to whose explanation Dr. Kuznets devotes the latter half 
of his book. 

He considers first the discrepancy between the size of the fluctua- 
tions in manufacturing output and in the physical volume of 
retail sales, and endeavours to find an explanation in variations 
of consumers’ incomes. The general evidence that he reviews 
has points of interest; but its main result is only to suggest that 
wages, salaries and dividends are more even in their flow than is 
the aggregate value of the output of manufacture. 

The second approach to an explanation of these discrepancies 
in the size of fluctuations is more interesting and more significant. 
Dr. Kuznets appeals first to the well-recognised principle that a 
given percentage increase in the annual demand for the products 
of any industry is likely to result in a much larger proportionate 
increase in the annual demand for the equipment of that industry ; 
and applies this to show that an increase in retail sales is likely 
to result in a larger proportionate increase in orders to wholesalers. 
Thus, let it be supposed that it is the policy of the retailer to 


1927] SODDY: WEALTH, VIRTUAL WEALTH, AND DEBT 271 


maintain his stocks at a certain proportion of his current sales. 
Then, if he finds that his sales in any month have increased, and 
if this creates an expectation that the increase will be sustained, 
his orders to his wholesaler will increase in greater proportion 
than his sales; for he will need to order from the wholesaler not 
only the additional goods necessary to replace his additional sales, 
but also additional goods necessary to expand his stocks in 
proportion to the increase of his current sales. The argument, 
as Dr. Kuznets points out, needs to be modified by many practical 
considerations, but it appears to supply at least a part of the 
explanation of the larger fluctuations in wholesale than in retail 
sales. This part of the explanation is supported by a useful but 
more familiar discussion of the differences in the reactions of 
wholesaler and retailer to prospective changes in prices and the 
consequent differences in the variations in the volume of their 
orders to the parties from whom they get their supplies. The 
retailer, it is urged, differs from the wholesaler in that he is selling 
to consumers whose demand is relatively unresponsive to changes 
in price; his main energies are given not to watching the general 
markets, but to the technical processes of selling; and his profits, 
and therefore his buying policy, are less sensitive to price changes. 
It is in such reasons as these that the main explanation is found 
of the principal uniformities in the cyclical movements of the 
various series of physical sales—the differences in the amplitude 
of the fluctuations at the various stages of making, merchanting 
and retailing. 

In judging these results it should be remembered that the 
statistical material which Dr. Kuznets has at his disposal is very 
imperfect. Most of the figures are samples less than 10 per cent. 
of the aggregates they represent, and the price corrections applied 
to them are of necessity very rough. But no attempt is made to 
conceal these imperfections, and the subject matter is clearly and 
concisely presented ; though there are occasional errors in refer- 
ences, and there is, I think, no definition given anywhere of the 
precise meaning of the term ‘“ wholesale sales.” 

LavineTon 


Wealth, Virtual Wealth and Debt: the Solution of the Economic 
Paradox. By Freperick Soppy, fF.R.S. (London: 
George Allen and Unwin. Pp. 320.) 

Mr. Soppy in his title, and again many times in his text, 


stirs the highest hopes. He proposes to subvert existing doctrines 
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‘and to demonstrate novel and important conclusions. The prospect 
of iconoclasm undertaken by one so eminent, and the still brighter 
promises of positive construction which he repeatedly offers 
give a sufficient encouragement to traverse the widely extended 
floods of bombast and rhetoric which cover so many of these 
pages. It cannot be said that the ornamental parts of this book 
make up by their grace for what they lack in solid substance. 
Students of fine polemic literature will gain little satisfaction 
from them. 

In his destructive passages Mr. Soddy does not appear to have 
a sufficiently firm grasp of the economic doctrines commonly 
held by present or earlier writers to make his criticisms pointed 
or telling. An amateur may well be forgiven for this. In his 
constructive part Mr. Soddy lays much the greatest stress on 
the importance of having a monetary unit that shall be stable 
in value. This point of view is very welcome; it is shared by 
most contemporary economists. Very few, however, will be 
found to agree with the methods which Mr. Soddy proposes for 
achieving this aim. He suggests that the Government should 
issue all forms of money, including credit money, and that banks 
should be legally debarred from any form of “ credit creation.” 
“They can lend money at interest as before provided they, or 
the owners of the money lent, genuinely transfer the ownership 
of it to the borrower and give up the use of it” (p. 198). Ifa 
bank wants to lend £100, it is to prevail upon one of its depositors 
to make over £100 until further notice, and so reduce its outstand- 
ing deposits by £100 to offset the new deposit created through 
the loan. The legal abolition of the use of credit instruments to 
finance an exchange of commodities certainly does not seem to be 
very practical. Is payment by the transfer of book entries also to 
be made illegal? But Mr. Soddy has special reasons for wishing 
to take the creation of credit out of the hands of the banks. 
He holds that the provision of floating capital should be rigidly 
separated from the provision of a circulating medium, and that 
under the present system banks are led astray in their discharge 
of the latter function by the interest which they earn in the 
discharge of the former. Those who find Mr. Soddy’s solutions 
somewhat jejune may yet agree that the fact that these two 
different functions are performed through the same act is a 
genuine difficulty; and indeed the problem has been analysed 
with great subtlety and precision by economists of the “ orthodox ” 
school. 
Mr. Soddy’s other proposals are vague. He recommends 
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taxation to encourage saving, and, even, to enable the Government 
to buy up the fixed capital of the country. But he leaves much to 
be explained with regard to the methods of which he would 
approve and the consequences which he would predict. 

To expect of Mr. Soddy strict accuracy in matters of fact or 
good general knowledge would be both unfair in itself and pro- 
ductive of complete disappointment in the sequel. The following 
quotation (p. 162) illustrates aptly the level of information which 
this book achieves: ‘Since the great banks have combined— 
over 90 per cent. of the business is in the hands of one group 
known as The Big Five r R. F. Harrop 


Christ Church, Oxford. 


Principes de Science Economique. Par Cartes Bopin. (Société 
anonyme du Recueil Sirey. 1926. Pp. 644.) 


In this highly abstract work Professor Bodin has sought to 
make more precise the classifications and the terminology of 
Economic Science. He has found it necessary to modify con- 
siderably, in some cases to abandon a number of theories hallowed 
by traditional usage, rather than justified by observation. 
Professor Bodin is an acute and original thinker. He never 
handles a subject without leaving upon it the stamp of his own 
personality. Endowed with a dialectical power of remarkable 
brilliance, he classifies and distinguishes and defines with a minute- 
ness which occasionally is reminiscent of a medieval scholastic. 
Yet his lively method of exposition saves him from being tedious. 
For a disciple of the Cambridge economists, the reading of 
Professor Bodin’s work might be a stimulating exercise. 

Professor Bodin divides his book into three parts. The first 
part consists of 55 pages, and deals with “ general notions.” 
Professor Bodin bases Economic Science on what he calls the 
‘Economic Principle ”’—the search for the maximum of satis- 
faction with the minimum of effort, the avoidance of a greater 
pain at the cost of a smaller. (Professor Bodin differs from the 
Hedonist school; according to him, a man seeks to avoid pain; 
according to the Hedonists, a man seeks pleasure.) A man will 
take (economic) action when the effort-pain required is less than 
the want-pain to be relieved. An act in connection with which the 
effort-pain would be equal to the want-pain would be what 
Professor Bodin calls an “ indifferent” act. The significance of 
this distinction will be manifest in considering Professor Bodin’s 
attitude to the concept of Value. Closely linked to the ‘‘ Economic 
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Principle” is the definition of Economic Science, a definition 
different from that of other economists. Economic Science is 
“the Science of the methods and calculations, which tend to 
reduce human pain by augmenting the efficiency and determining 
the expediency of human effort.” More important, fundamental, 
indeed, for the general plan of Professor Bodin’s work is the dis- 
tinction (recalling the Aristotelian distinction) which he draws be- 
tween L’Economie simple ” and L’Economie complexe.” The 
former of these bears a superficial resemblance to the “ natural 
order” of the eighteenth-century economists. It comprises the 
study of the essentials of economic life, abstraction being made of 
the elements of contradiction which it contains. The tendency 
of man to indulge in harmful satisfactions and unjustifiable gains 
prélévement ”’) is hypothetically eliminated. Moreover, if 
a clear view of the permanent conditions and the fundamental 
realities of economic life is to be obtained, its exposition must 
take no account of the individual peculiarities of particular 
political and legal systems. “ L’Economie complexe” is the 
study of economic life, implying the influence of economic evils 
and inquiring into possible remedies. Professor Bodin feels that 
the distinction between “‘ L’Economie simple ” and “ L’Economie 
complexe” makes particularly easy the transition from Pure 
Theory to Applied Economics. The present work is devoted 
entirely to “‘ L’Kconomie simple,” and is to be followed by a second 
volume, ‘“ L’Economie complexe.” The real test of Professor 
Bodin’s contribution to economic science will be provided by this 
second volume. 

The second part of the book comprises 128 pages. The 
* essential elements ”’ of economic life are examined. There are 
sections analysing the notion of want and the notion of “ good.” 

There is an analysis of the psychology of wants—an .analysis 
revealing a subtle and delicate power of definition and distinction. 
An attempt is also made to arrive at a scientific classification of 
wants and of “ goods.” The assumption is made throughout 
that all the conditions of production and consumption are reduced 
to rest. 

According to Professor Bodin, Economic Science covers the 
whole of human activity, pursuing the satisfaction of a/l human 
wants. The highest aspirations are not to be excluded from the 
domain of Economics. Its competence is bounded by the notion 
of economy (the expediency and the efficiency of effort), and not 
by the nature of the wants to be satisfied. There is an economy 
of self-sacrifice, just as there is an economy of selfishness. Why 
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should human activity be irregular, when it is a question of 
satisfying the noblest and highest wants? It seems impossible 
to find in the nature of wants any scientific standard of economy. 
This point of view, Professor Bodin asserts, is the only one which 
dispenses with the ‘economic man.” The most interesting 
section, however, of the second part is Professor Bodin’s ‘‘ Theory 
of Capital.” Emphasis is laid, upon the intimate connection 
between a satisfactory classification of ‘‘ goods ” and a definition 
of Capital. Economists start with the correct idea that Capital 
is a kind of “ good”; but how can they determine what kind of 
“ good ” Capital is, if they do not possess tests for distinguishing 
between the different kinds of ‘“ goods”? There are “‘ mixed 
goods,” “‘human goods,” “natural goods,’ ‘‘ consumption 
goods,” and “ producers’ goods” (‘‘ biens satisfactoires”’ and 
“biens présatisfactoires”’). Sketches of a classification of 
“ goods ” are to be found in economic treatises, but the categories 
of ‘‘ goods ”’ are badly delimited and their number is insufficient. 
The attempt to classify ‘‘ goods ”’ in relation to their functions is 
lacking in precision. Professor Bodin elaborates in minute detail 
a “ synthetic ” classification of ‘‘ goods.” 

From ‘‘l’Economie statique”’ Professor Bodin passes (in 
the third part) to ““l’Economie dynamique” or “Activité 
économique.” This third part consists of more than 400 pages. 

In the first section Professor Bodin analyses the motives 
behind our economic judgments (‘‘ les jugements économiques ’’). 
Economic judgments are resolved into one of three categories, 
“les jugements d’aptitude, de difficulté, d’opportunité ”’ (is it 
expedient to act or not to‘act?). They all imply a comparison. 
Professor Bodin lays emphasis on the importance of examining 
the internal mechanism of the individual will. He inquires how 
the individual, whatever the external influences to which he is 
subject, strives to apply the Economic Principle. Professor 
Bodin asserts that no general theory of economic judgments has 
yet been attempted. Economists confine themselves to analysing 
two concepts, to which they attribute the power of synthesising 
our reasons for acting—the concepts of Utility and Value. The 
second often absorbing the first concept, economists concentrate 
their efforts on one object—the construction of a Theory of Value. 
A mistake has been made in synthesising @ priori all our reasons 
for deciding and acting; in attaching them all to a single concept. 
Are all economic judgments, judgments of “ value’”’? Economic 
judgments are always comparative judgments. But is the term 
“value”? to be given a meaning so general that it becomes 
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synonymous with comparison? Is it necessary to use it every 
time that, after comparing two data, we proclaim their equality 
or inequality? Professor Bodin thinks that the concept of 
value cannot serve as the pivot of Economic Science. He 
treats of the exchange relation without speaking of “ value.” 
He replaces the term exchange value by that of price in order to 
express this relation, and utilises, in order to explain the relation, 
the concept of “ economic character” (a term of his own 
invention). The “economic character” of a “ good” is the 
measure in which it can be obtained in conformity with the 
Economic Principle. The “ economic character” of a “ good ” 
is positive whenever the want-pain, which it is capable of relieving, 
is judged superior to the effort-pain, which its acquisition seems 
toinvolve. It is negative in the contrary case. The notion of the 
“economic character ’’ of ‘‘ goods ” assumes that we can establish 
comparisons between pains and satisfactions just as mathe- 
maticians establish comparisons between positive and negative 
quantities. In his explanation of the exchange relation, Professor 
Bodin directs his attention to “ utility ’—this interprets the 
desire we have for goods economic character ”—this 
expresses the interest we have in producing and acquiring ‘‘ goods.” 
There is another point to note. The value of a “ good ” does not 
consist in the sum of efforts which we should be prepared to make 
in order to obtain it; for we always strive to give less in order to 
obtain more. It consists in the sum of efforts which it would be a 
matter of indifference for us to make, and which, in consequence, 
we are not prepared to make. The concept of value thus proclaims 
the “‘ indifference ’”’ of economic acts. But since (in accordance 
with the Economic Principle) the acts of production and exchange 
are not “ indifferent ’’ acts, it is much less the ‘‘ value” than the 
“economic character” of “goods” which conditions and 
determines them. 

The concept of “ value” is not, however, rejected entirely. 
“ Value ” is allotted a part in the play of economic judgments, but 
it is merely a secondary part—to fix what would be the effort- 
pain, psychologically equal to the want-pain, which the “ good ”’ 
seems capable of relieving. Valuation constitutes a judgment 
preparatory to the judgment of ‘“‘ opportunité.” It is the fixing 
of the limit at which acts would cease to be expedient. Professor 
Bodin’s conception of “value” is exclusively psychological. 
The value of a “good” is the hypothetical sacrifice psycho- 
logically equal to its utility. He feels that there has been a 
regrettable confusion between (1) value—a psychological notion— 
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and (2) price—which is a relation of exchange—a positive fact. 
But there is another confusion to be noted. Economists have 
confused the possible equality of the advantages received by 
exchangers and the inadmissible postulate of the equivalence of 
the goods exchanged. This confusion is due to the concept of 
exchange value. Professor Bodin regards the concept of exchange 
value as purely artificial and even dangerous, and proposes that 
it be abandoned. 

The law of diminishing utility finds little favour with Professor 
Bodin. It implies interchangeable “ goods.’”’ He insists upon 
the importance of quality in the determination of utility, of value 
and of ‘‘ economic character,” objecting to the convenient but 
dangerous practice of basing economic reasoning on inter- 
changeable quantities. In relation to the theory of value, the 
Final Utility economists are solemnly reproved for ‘“‘ replacing the 
synthesis contained in the term ‘ value’ by another ‘ synthesis ’ 
expressed by the term ‘ final utility,’ whereas the problem of value 
consists essentially in analysing the causes of value.” 

Professor Bodin expounds the Hedonist theory of the deter- 
mination of prices, but separates it from the Final Utility theory 
of value. He objects to the Hedonist school on the ground that 
they do not allow us to grasp exactly the working of the connection 
between ‘‘ subjective use value” and ‘“ exchange value.” The 
chief characteristic of his own theory is the distinction which he 
makes between “évaluation”’ and ‘‘ estimation.” The évalu- 
ation ’’ of a ‘‘ good ” determines the extreme limit of the sacrifices 
which we are ready to undergo in order to obtain it, without 
performing an uneconomic act. The “ estimation ” of a “ good ” 
determines in the mind of the exchanger the probable conditions 
of an expedient exchange; those which he is inclined to accept 
if it seems unlikely that he will obtain better; those on which he 
is inclined to compromise rather than abandon the chance of an 
exchange. An example is given of the determination of price in 
an ideal market. The price of a ‘“‘ good ” (produced and brought 
to market) fluctuates between a minimum a little higher than its 
cost to the producer (the producer’s valuation) and a maximum 
slightly lower than the valuation of the purchaser. These 
valuations constitute the extreme limits of the range of bargaining. 
They constitute ‘“‘ a rational delimitation of the field of economic 
possibilities, within which supply and demand can exercise their 
influence.” The market price is fixed at a point between this 
minimum and this maximum as the consequence of bargaining, in 
which the estimations of the exchangers come into play. Agree- 
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ment is finally reached under the influence of the relation eaiating 
at the time between supply and demand. 

The second section of the third part deals with “ Les Actes et 
les Méthodes.” Professor Bodin protests against the tendency 
to regard Economic Science merely as a Science of Exchanges. 
The ground on which the problem of economic productivity must 
be discussed is that of production and not that of distribution. 
The section contains, too, an original and valuable discussion of 
Division of Labour. In the third section, Professor Bodin 
tackles the question of Distribution, but does not attempt a 
complete theory of wages, interest, profit and rent. That would 
be to exceed the natural limits of his work and trespass upon 
the domain of ‘“ L’Economie complexe.” The elaboration of 
such a theory assumes the existence of a definite political, juridical 
and economic organisation. Professor Bodin, however, attacks 
vigorously the orthodox theory of Distribution. He insists that 
the fact of human material progress—a progress due to the 
application of the Economic Principle by human ingenuity and 
human effort—can be explained only by the normal and necessary 
existence of a “‘ net product.” But if a “‘ net product ” is normal 
and necessary, “ a net income or revenue ” must also be normal 
and necessary. For a detailed examination of Professor Bodin’s 


thesis, I must refer readers to his text. 
J. LEMBERGER 


The University, 
Belfast. 


Die Wertungslehre, Versuch einer exakten Beschreibung der oekono- 
mischen Grundbeziehungen. Von Dr. WILHELM KEILHAU, 
Docent an der Universitat Kristiania. (Jena: Fischer, 
1923.) 


Tus is a praiseworthy attempt to define economic terms. 
But it is much more, for it soon appears, when the work is begun, 
that definitions are controversial. Though his preface shows that 
he tried to avoid debate as much as possible, the author will be 
found taking a side on disputed questions, e.g. the relation of 
final utility to value and the need of a “‘ theory of needs ” (p. 88). 
The Austrian writers come in for much of his criticism (e.g. p. 201). 
The searching analysis of pleasure and pain in relation to labour 
(Chap. VIII. p. 79 seq.) gives good suggestions. 

We seem to lose as well as gain, when we try to make 
things simple by an exhaustive statement of details and the 
details lead us ‘‘ over the border” of Economics. Life is not long 
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enough, even if our patience held out. Mr. Wicksteed, in his 
Common-Sense of Political Economy, approached that exhaust- 
iveness; but he dealt with harder problems, showing us what in 
the ‘‘ obvious ”’ is not obvious. Much in the present book savours 
of what not only seems but is obvious. 

Mr. Keilhau has followed Knapp in devising a new termin- 
ology. It was just what many of us who respected Knapp were 
fearing his example would bring upon us. J. Bonar 


The Economics of Wages and Labour. By Nora Mies. 
(London: P. 8S. King. 1926. Pp. vii+ 194. 8s. 6d. net.) 


Miss Minnzs’ method adds much to the value of her book, 
by presenting her subject along with its general economic back- 
ground. A thorough consideration of wages necessarily raises 
many questions concerning other agents of production, especially 
when the subject-matter is widened to include the general problem 
of Labour. This, indeed, if carried to a logical conclusion would 
involve too wide a treatment; but Miss Milnes has wisely limited 
herself and has chosen her limits well. She has rightly omitted 
the subject of economic rent, and restricted her treatment of 
Fundamental Economic Conceptions. But matters which are 
definitely essential are fully and clearly dealt with. 

The book contains both a definite theoretical treatment and 
a consideration of practical problems. The first three chapters 
deal with Some Fundamental Economic Conceptions, Interest, 
which might with advantage have been called interest and 
profits, since both are-dealt with, and the Theory of Wages. 
The remaining chapters treat of Practical Questions concerning 
Wages, Earnings of Women, and Trade Unionism. One excellent 
feature consists of sketches of the development of economic 
thought in the first three chapters. The whole book is clearly 
written, alike on the theoretical and practical sides. The treat- 
ment is suggestive and docs much to stimulate discussion, whilst 
Miss Milnes displays an admirable capacity to see, and to make 
clear to the reader, the reasons for points of view and actions 
with which she herself is not in agreement. This capacity to 
see all sides of a question makes her treatment of Trade Unionism 
and women’s labour particularly valuable. 

The theory of the book is essentially modern. Wealth is 
held to cover all that has exchange value, the limits of materiality 
and permanence being eliminated. The use of the terms “class 
value” and “ quantity value,” to distinguish goods which, being 
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unlimited in quantity, have no exchange value, from those which 
command a price, seems liable to cause confusion and therefore 
not to be preferred to older methods of distinguishing between 
utility and value. For profits the idea of reward of ability, 
and for interest the psychological theory, are adopted, and the 
latter is particularly well explained. In the former case, sufficient 
allowance is not perhaps made for influences which may unduly 
extend profits, such as the price-fixing arrangements described 
by the Food Commission as giving the marginal producer profits 
well above the competitive level and correspondingly raising 
rent of ability. Another instance of this may be provided by the 
uneconomic mines. Sufficient allowance, again, does not appear 
to be made for the effect of economic friction or defective bargain- 
ing power in hindering the full operation of marginal productivity 
in determining wages. 

The standpoint of the book is essentially that of an enlightened 
individualism, brought into harmony with modern conditions. 
The main idea is that of the necessary balance of interest, profits 
and wages, as determined by the economic forces already referred 
to. The book, whilst recognising the claims of capital and 
ability, equally emphasises their duties and the corresponding 
claims and duties of labour. There is, in particular, a notable 
appreciation of the real soundness and value of the British 
Trade Union movement, ‘‘ an achievement of which the Unionists 
may rightly be proud.” This is accompanied by perfectly 
definite, but always sympathetic, criticisms which recognise that 
mistaken practices have often been ‘‘ forced upon them by the 
great disharmony in industry,” but nevertheless tend to keep 
‘our wealth-producing capacity unnecessarily low.” Such a 
standpoint, which can, after the alarums and excursions of 1926, 
see through real defects in individual matters to the fundamental — 
soundness of Trade Unionism and can find one “ chief hope of 
domestic peace . . . based upon enlargements of its original 
ideas,” is of high value and one from which Trade Unionists and 
their critics alike can learn much. 

The hope for the future rests essentially in co-operation and 
*‘ the recognition by all of us of responsibility for the conditions 
under which the workers live.” Such is the task of the general 
public. The agents of production, again, have a duty to work 
together and avoid waste, in order to secure the highest efficiency, 
since with marginal productivity as the determining factor, 
increasing welfare must largely depend on increased efficiency 
all round and not of the workers only. Carelessness in manage- 
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ment, for instance, will ‘‘ have a very serious effect on the total 
wage bill.” Similarly, Miss Milnes’ views on Trade Unionism 
would suggest that their soundest policy would be to aim at 
general efficiency and use their bargaining power to enforce an 
adequate return. Perhaps she does not allow sufficient part for 
the State in this co-operation. In dealing with Employment 
Exchanges, for instance, she hardly seems to recognise what they 
can do to reduce the reserves of casual labour by creating a'smaller 
number of central reserves and so to decrease the waste of under- 
employment. 

This book, one hopes, will be widely read. A clear, able and 
concise statement of its problem will serve admirably to inform 
the “‘ man in the street’ on the underlying principles affecting 
wages and labour. But its treatment has much to offer more 
serious students both in economics and in the business world. 
Above all, its broad and sympathetic treatment is specially 
calculated to promote that “ healing and settling ’’ which is the 


essential need of to-day. 
N. B. DEARLE 


Unemployment as an International Problem. By J. Moraan ReEzs, 
M.A. (London: P.S. King. 1926. Pp.xv -+ 188. Price 
8s. 6d. net.) 


Mr. More@an Rezs has performed a useful service in this book, 
for his subject is a branch of the problem of unemployment which 
has not yet been treated as fully as its importance deserves. 
The question seems to fall into two parts. First, there are the 
general international factors, arising from the commercial and 
monetary relations of the States of the world, which are operative 
at all times. For instance, it may be argued that developments 
of international trade and production for world markets have, 
along with their beneficial results, had a tendency to increase 
industrial fluctuations. Such a tendency would appreciably 
influence, and to an increasing degree as industry develops, the 
cyclical fluctuations in employment. The investigation of the 
general problem is therefore important for this and other reasons. 
Secondly, there is the special problem of the international political 
and economic situation created by the war and the peace; and 
Mr. Morgan Rees has concentrated on this. Possibly, therefore, 
his title suggests a wider treatment than the book in fact contains. 
But its scope is clearly indicated at the very beginning, where the 
author argues that “the post-war world is far more nearly 
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interrelated and dependent on goodwill for its very being than 
the world of 1913.” A further interesting contention is that 
the seeker after world peace ‘‘must solve the problem of 
unemployment.” 

A large amount of interesting material has been collected and 
analysed in the book, which thus brings together within a moderate 
compass and in accessible form information and statistics that 
have hitherto been scattered. 

The shorter first part, which deals with Post-war Economic 
Problems in relation to the Treaty of Versailles, contains an 
interesting treatment of various proposals for meeting problems 
arising out of the Treaty (Chap. I) which will be useful to the 
general reader; and its effects are also discussed country by 
country (Chap. II). The Treaty itself is perhaps rather too much 
“the bad boy of the family,” and the examination of it would 
probably have gained in breadth and completeness if the con- 
demnation had been less marked. 

The second part, entitled Fluctuations in Employment, 1914- 
1924, shows a tendency to concentrate too exclusively on the 
influence of deflation. The author appears to insist too much 
on increasing unemployment as an invariable consequence of a 
fall in the price level and vice versa, and does not perhaps allow 
sufficiently for contrary instances, e.g. in Italy early in 1925. 
But the general conclusions are sound, that violent inflation 
causes a crisis of unemployment to arise when deflation and 
stabilisation are being carried out, and that a steady level of 
world prices is the most urgent need. Chapters IV to VII are 
devoted to the actual course of unemployment, dealing with the 
War Period, the Period of Crisis, and the Period of Recovery. 
Interesting evidence is produced to support the view that the 
post-war depression in the various countries was far more a 
matter of home than of foreign trade, though allowance may have 
to be made for the possibility that exports at any given time 
represent partly at least the actual conditions prevailing some 
months earlier. Moreover, more attention might have been 
paid to what may be called balance of trade conditions, which, 
if less important than the monetary influences, were by no means 
negligible. In the statistical treatment, use might have been 
made of the published totals of the recipients of out-of-work 
donation in 1919, which might have modified the conclusions 
regarding unemployment in Great Britain during that year. 

The remainder of the book is concerned with General Theories 
of Unemployment, Population and Migration, and Conclusions. 
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This last chapter has an interesting summing up of the general 
position. The chapter on General Theories, however, is the least 
happy in the book. The author deals with a variety of matters ; 
but the space at his disposal hardly allows him to do justice to 
all of them; and the summary is at times too elementary to be 
of great value. The treatment of the really important subject of 
population and migration is interesting and contains some valu- 
able information. Unfortunately the statistics are not carried 
beyond 1921, and later figures might well have led the author to 
modify his conclusions. The author appears also to take an unduly 
pessimistic view, and might well have gone more fully into the 
evidence of an opposite kind, such, for instance, as the valuable 
discussion of population and emigration tendencics by Dr. Bowley, 
in Is Unemployment Inevitable ? which suggests a more favourable 
view of the future position in Great Britain at any rate. 

Mr. Morgan Rees has made a useful contribution to the 
economics of unemployment; and his treatment and his conclu- 
sions deserve careful consideration. He will do a further service 
by adding to this treatment of the special conditions of to-day, 
a discussion of the more general and permanent questions that 
arise out of the international problem of unemployment. 

N. B. DEARLE 


Practical Social Science. By Joun A. Lapp. (Macmillan. Pp. 
371. 7s.) 


In the field of the biological sciences morphological text-books 
and treatises abound. In the realm of contemporary social 
science they are almost unknown. To what source is an elemen- 
tary student to go who requires an outline of the facts of con- 
temporary social and economic structure in this country? Where 
can he find assembled together and knit into a coherent whole the 
more important facts regarding population, occupation, indus- 
tries, income, poverty, crime, distribution of intelligence and so 
on? Statistical abstracts exist in many forms. A contemporary 
social morphology, however, is something quite different from a 
statistical abstract. Essentially it should paint a picture of an 
organic whole. The painting of such a picture presents a far 
more difficult task than does the making of a morphological text- 
book in the biological sciences. Nevertheless it can hardly be 
said that students of the Social Sciences have as yet seriously 
addressed themselves to this very necessary task. 

Dr. Lapp’s book attempts to do something of the kind for 
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America. The aim of the book is stated to be “to provide a 
manual for the teaching of practical social science by the labora- 
tory method.” The book is divided into four parts—the first 
dealing with the Citizen and Society, the second with Produc- 
tion and General Welfare, the third with Social Welfare, and 
the fourth with Community Work. Each chapter, of which there 
are four or five to every part, contains statistical data derived 
from Government and other publications and a number of 
questions intended to suggest suitable exercises. 

This book is a praiseworthy attempt to meet a true need. 
A book on somewhat similar lines having reference to this country 
would be of real value. Criticism is easy where the task is so 
difficult of accomplishment. The first criticism is that the book 
does not advance far beyond the stage of a statistical abstract. 
There does not rise up before the reader as he goes on from chapter 
to chapter and part to part the conception of an organic whole. 
We have some facts as to occupations and industries and some 
facts as to income, but we are not led to see the latter arising as a 
result of the former. Each section would almost stand by itself, 
whereas it is precisely the interrelations that it is desirable to 
emphasise. When dealing with crime the question can at 
least be asked, even if it cannot be satisfactorily answered, what 
relation there is between crime and poverty, or between crime 
- and mental deficiency, both of which matters are dealt with else- 
where in the book. The second defect concerns the fact that bare 
figures are given without sufficient warning that the manner in 
which they are obtained requires very careful examination even 
if the matter cannot be adequately discussed without unduly 
enlarging the volume. Thus a student presented with what 
appear to be authoritative figures relating to income may be 
misled unless he is aware of the problems connected with the 
assessment of income. And the same may be said of mental 
deficiency and almost any other subject treated. But it is an 
ungrateful task to criticise an attempt to do something that is 
badly needed if the general ignorance which prevails is to be 
dispelled. The author has done something towards achieving 
his object, which is “ to set the citizen on guard against plausible 
and untruthful social data and to acquaint him with some of the 
common errors of fact and conclusion.” 

A. M. Carr-SAUNDERS 


The University, 
Liverpool. 
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The Federal Reserve System. By J. H. Jonus. (London: 
Gee & Co., Ltd. 1927. Pp. 54.) 


Tus excellent brochure on the Federal Reserve System is 
most welcome. It provides information in a compendious form 
on a subject which is far too little studied in this country. Mr. 
Jones gives as many facts as may be set out within the small 
space of fifty-four pages without overloading, and discusses 
certain leading problems in an interesting and stimulating way. 

One of these concerns the relation of the Federal Reserve 
rates to those of the general market. In the United States bills 
of exchange are not abundant and advances against collateral 
are less common than in this country. Instead, credit is chiefly 
obtained by the discount of one-name promissory notes. The 
Federal Reserve Bank rates normally stand above the prime bill 
market rate and below the rate for one-name paper, a clearly 
inferior form of security. This in itself is not unreasonable. 
But the result, that Federal Reserve credit is cheaper than most 
of the credit obtained elsewhere, is sometimes regarded as con- 
trary to sound principle and dangerous, especially as Federal 
Reserve credit is largely acquired by the rediscount of the very pro- 
missory notes which have previously been discounted at a higher 
rate. Mr. Jones holds that the only safeguard against exploita- 
tion of the difference of the rates is the traditional restraint of 
the member banks and the moral suasion of the Federal Reserve 
Banks. The tradition first grew, we may add, out of an initial 
distrust of the new system and the desire of member banks 
not to become indebted to it. Mr. Jones appears to omit two 
important points in his otherwise admirable summary of this 
problem. The Bank of England does much of its discounting 
at a rate below the market, for in normal times it discounts only 
for favoured customers who receive differential treatment. 
Thus the real relation of the Bank rate to market rates is as a 
rule the same in England as in the United States. The notion 
of a central bank regularly doing business at a rate above the 
market is clearly absurd. But it cannot go out of business 
altogether in normal times. Our device of having one nominal 
and another actual rate is not open to the Federal Reserve System, 
owing to the different conditions of its origin and growth. An 
incidental result of this is that it seldom gets the choicest paper 
in its portfolio. Secondly, Mr. Jones makes no mention of the 
important fact of rationing. The twelfth annual report paid some 
attention to this topic (p. 18). The Banks are by no means 
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compelled to discount all legally eligible paper presented; a 
distinction is drawn between what is eligible and what is 
acceptable. The Banks also put a strict limit on the amount 
which they will lend to any single member. The last report 
records further success in the application of rationing to certain 
special classes of case. 

In another connection Mr. Jones considerably exaggerates 
the importance of mere custom in the working of the system. 
He rightly observes that the great growth of credit in recent 
years has been based on the reserves which member banks have 
acquired through the influx of gold, and that Federal Reserve 
loans have remained comparatively constant. He infers that 
the Banks have lost the whip hand and have only been able to 
guide credit policy because the member banks voluntarily chose 
to follow their lead. He argues, ‘‘ the volume of re-discounts 
and that of open market operations were so small in comparison 
with the total demand for credit in the community that the 
charge made by member banks need not have been influenced 
by the rate of discount ”’ (7.e. the Federal Reserve rate) (p. 51). 
Mr. Jones here makes the wrong comparison. The volume of 
Federal Reserve credit was not small in comparison with member 
bank reserves. I give some characteristic figures. On April 
12, 1926, the member bank deposits were $32,870 millions, 
member bank reserves with the Federal Reserve Banks were 
$2,238 m., and Federal Reserve credit (April 14) was $1,242 m. 
Federal Reserve credit thus stood at more than half the member 
bank reserves. The figures indicate that reserves were at the 
legal minimum, and till money was a mere $540 millions. It 
follows that more than a half of member bank credit ($31,070 m.) 
was legally dependent on Federal Reserve credit. This was a 
position of immense power. If the Banks had wished to check 
expansion, they could have sold, say, $300 m. of open market 
holdings, a proceeding not without precedent, and so compelled 
member banks to cut down aggregate credit by about 12 per cent. or 
come to them for further re-discounts at a higher rate and subject 
to severe tests. Mr. Jones is wrong in supposing that the great and 
beneficent work of the Board rests on no more solid foundations 
than the complaisance of a vast multitude of often unenlightened 
and sometimes refractory institutions. 

He is guilty of two minor inaccuracies of fact. On p. 39 he 
writes, ‘‘ the member bank retains as reserve an average of only 
10 per cent. of its liabilities.” This is too high. The thirteenth 
annual report records that the proportion stood at 8-1 per cent. 
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in March 1922 and gradually fell to 7-3 per cent. in December 
1926. Again, referring to the distribution of profits he says, 
“‘ when the reserve fund is equal to 40 per cent. of the capital, 
90 per cent. of the surplus goes to the State.” This was so once. 
But an amendment of March 1919 changed the former figure 


from 40 to 100. 
R. F. Harrop 


Christ Church, 
Oxford. 


Das Steuersystem Sowjetrusslands. By Paut 1926. 
(Hans Preiss. Pp. 176.) 


Tue author of this work, in addition to occupying a chair of 
Finance and Law at the University of Moscow, is also the 
economic adviser of the Commissariat for Finance in the U.S.S8.R. 
He is therefore able to write with knowledge on the subject of 
taxation policy in Russia since the revolution of 1917. __ 

_ The book, of which this is a second edition, opens with a 
short survey of what the author terms the “ Expropriation 
Period,”’ covering the years 1918-21. In this he shows how in 
October 1918 the Government aimed at expropriating the 
propertied classes by means of an Extraordinary Revolution Loan 
of 10 m. roubles. But whether or not this was successful as a 
socio-political measure, it was a signal fiscal failure. Correspond- 
ing to the levy on the urban population, an attack on the rural 
bourgeoisie was made in the shape of an agricultural tax in kind. 
While nominally directed against the richer peasants, in practice 
it amounted to a confiscatior of every individual’s surplus over 
subsistence requirements. 

The inevitable effect of such drastic measures was greatly to 
curtail all forms of production. The consequent economic 
privation, accompanied by pestilence and aggravated by war 
and the blockade, necessitated an entire change of policy. 
Accordingly, in 1921 the New Economic Policy was substituted, 
based on a substantial re-introduction of private initiative, 
extending considerable liberty in trading to private firms engaged 
in industry and commerce, and permitting peasants to market 
their grain surpluses after payment of a moderate tax in kind. 
This distinctly increased productivity and trading. 

Yet the reversion was responsible for creating the problem 
of rebuilding the tax-collecting organisation, since under the system 
of State ownership payment of taxes had merely required a 


series of book entries. And the task was complicated by the 
u2 


288 THE ECONOMIC JOURNAL [JUNE 


very urgent needs of the revenue on the one hand, and by the 
greatly diminished taxable capacity on the other. In great 
detail the author shows how the reorganisation was accom- 
plished. In the earlier stages reliance had of necessity to be 
placed on indirect taxes spread over a large number of com- 
modities, of which luxury goods only were taxed heavily. In 
defending the choice of this uneconomical method, Professor 
Haensel argues that higher rates would have affected the standard 
of living of the poorer classes prohibitively and provoked con- 
siderable mischievous evasion. Even so it early became necessary 
to resort to direct taxation, on account of the continued depre- 
ciation of the currency, and the dislocation resulting from famine. 
Early in 1921, therefore, a general poll-tax was laid on all able- 
bodied citizens. The primitive character of the tax was some- 
what modified by the devices of splitting the population into 
three groups, and exempting the unfit. And because it was 
financially fruitful it was retained, although in a much more 
complicated discriminatory form, in the two following years. 
The author stresses the fact that in 1923 this tax provided (in 
the case of the tax on agriculture) a medium for the transition 
from payments in kind to money payments. But one wonders 
why the return to money payments was so long delayed; and 
why the poll-tax was not supplemented by the more modern 
income and industrial taxes until late 1922. 

Nor was it until May 1923 that the single tax on agriculture 
was decreed, the justification of which was the prosperity resulting 
from the New Economic Policy. 

In spite of these additions, in view of the relatively slow 
increase in real taxable capacity, and the necessity for increasing 
the comparatively light burden of the peasants, it was found 
imperative to add further indirect taxes on articles of widespread 
consumption, such as tobacco, wine, mineral waters, salt, sugar, 
coffee, tea, naphtha products, rubber goods and textiles. F’urther, 
other direct taxes were levied on Hunting, Military Service, 
Death Duties, Ground Rents, and Stamp Duties, together with 
6 per cent. compulsory Lottery Loans floated in 1923 and 1924; 
while simultaneously existing direct taxes were frequently over- 
hauled. The effect of these changes, shown by a table given on 
p. 25 of the book, was to increase the total yield of Government 
taxes from 502°8 m. roubles in 1922-3, to 788-6, 1313-7 and 
1882-7 m. roubles in the three following years, the greater part of 
which was due to the increased yield of indirect taxes. 

Further, State taxation per head was 3-99 roubles, 5-90 
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roubles, 9:41 roubles and 13:72 roubles, compared with 9-24 
roubles per head in 1913-14. 

In this connection the author points out that although the 
post-war burden was ostensibly lower than that of 1913-14, 
careful allowance must be made for the great post-war reduction 
in capacity to pay. And additionally local taxes were more 
numerous and heavy. : 

As time went on it was realised that the new system had 
considerably altered the distribution of the tax burden—e.g. 
the poorer classes, particularly in agriculture, appeared to be 
oppressively burdened. Notably in 1924 and 1925, therefore, 
certain indirect taxes were reduced. 

On the other hand, policy in respect of direct taxes was 
manceuvred towards discrimination against private persons and 
firms, as compared with government and societary undertakings. 
The best evidence of this is provided by the employment of 
divisions of taxpayers according to “ classes.” For example, 
in the Licence Tax five classes and six zones were created; while 
in the case of industrial undertakings there were twelve classes. 
Beside the Licence Tax, the Industrial Tax included a tax on 
turnover, and this burdened non-governmental enterprises from 
two to four times as heavy as governmental and societary con- 
cerns. Again, in the case of the Income Tax, whereas the former 
could be taxed so high as 40 per cent., the maximum for the 
latter was 8 per cent. The inevitable outcome of this policy was 
to cause private enterprise to decline substantially. 

Subsequent developments and changes decided on in March 
1926 are noticed briefly in the last two pages of the present 
edition. Mainly these provided that, for the purpose of balancing 
the budget, all-round increases in both direct and _ indirect 
taxation were decreed. 

In considering the book as a whole, Professor Haensel is to 
be congratulated on his lucid handling of a mass of complex 
material. His powers of detailed writing, joined to a due sense 
of proportion and chronological perspective, give the reader a 
minute picture of the sequence of events and policy. But the 
need is felt of more extensive and penetrating economic analysis 
in respect of such problems as the capacity of State and societary 
industries to furnish their taxable quota; and the repercussion 
of an excessive turnover tax on private initiative, as well as on 
consumption. More adequate attention might have been given 
to a reform of the Income Tax considered in relation to the Tax 
on Turnover—in this connection the views of the Colwyn Com- 
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mittee are of definite suggestive interest. Further, the criticism 
of the system taken as a whole might be profitably extended, to 
include such relevant topics as cost of collection and adminis- 
tration, and the overlapping of State with local provincial policy. 
It would appear that the great merits of simplicity have been 
lost sight of; and that future reforms would do well to take 
into account the practicability of concentrating on the more 
fundamental taxes, and welding them together into a compact 
system which will achieve a happier balance of liability for the 
various strata of producers and consumers. 

Misprints in the text of this translation are few—they occur 
on pages 35, 67 and 92—but the tables on pages 23, 25, 26, 73, 
134 and 168 contain errors which call for correction. These 
apart, the work merits attention as a discussion of an interesting 
experiment in taxation policy. 

J. SYKES 
University College, 
Exeter. 


The Social Revolution in Austria. By C. A. MacartnEy. (Cam- 
bridge University Press. 1926. 8s. 6d. net.) 


No satisfactory account has been written yet of the causes 
and conditions which made the Austro-Hungarian Monarchy 
what she was, framed her life, shaped her institutions, and which 
will explain, on the one hand, the steady progress accomplished 
in many respects from 1866 until 1914, and, on the other, her 
catastrophe in 1918. Nor is it likely that it ever will be written. 
For the last of all the unique impossibilities, for which a historical 
sociology of Austria would have to provide explanations, is 
the sudden disappearance, not only from the map but from the 
imagination of men, of that mighty structure, which, as a 
matter of fact, not only suited the interests, but also com- 
manded the allegiance of the great majority of the people who 
inhabited it. 

We are not to look for a thoroughgoing analysis of what is 
at least a most interesting problem in the clever little book 
before us. But it is the product of a cultured and observant 
mind, extremely well written, very fair in its judgments and 
quite useful as far as it goes. My only quarrel is with its title. 
For, as Mr. Macartney himself has ably shown in his text, 
there was, with the possible exception of the Bolshevist experi- 
ment in Hungary, nothing that could be called a “ revolution ”’ 
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at all. In a political and in a social sense there was a break- 
down—the former definitive, the latter temporary—under the 
pressure of suffering and defeat, but very little revolutionary 
impetus. The first three chapters are, on the whole, a very 
good introduction for the general reader to the author’s main 
subject, the achievements of the Austrian Socialists when in 
power. He shows more justice to the Habsburg régime in his 
first chapter—‘‘ The Dynasty ’’—than many an Austrian writer 
of memoirs who ought to—and probably does—know better. 
The second—‘“‘ The People ”—is little more than a sketch of the 
rise of the Socialist party. And in the third—‘‘ Dissolution ’’— 
the picture drawn is bound to suffer from the insufficient ac- 
quaintance of the painter with the original and cannot, in its 
general effect, be commended as reliable. In justice to the 
memory of a perfect gentleman of kindly disposition, it may, 
for instance, be allowed to say, that nobody who knew Count 
Stiirgkh would ever think of styling him either as a “ mighty 
and despotic figure ” or as “ autocrat,” and that Dr. Adler did 
not, as far as I know, kill him for anything he had to reproach 
him with, but only in order to set a general example, a frame 
of mind in other respects very well described by Mr. Macartney 
himself. 

After having given, in his fourth chapter, a vivid picture 
of the vicissitudes of the new republic, Mr. Macartney proceeds 
to what is certainly one of the best things ever written on Austrian 
Socialism—which, for several reasons, repays study in a measure 
quite out of proportion to the importance of the country. These 
two chapters are the centre of the book and may claim the 
attention of the specialist. Closer study and a richer supply of 
facts would, however, have enhanced the value of the remarks 
on the “ socialised ” undertakings, and less than justice seems 
to have been done to the financial policy of the Socialist town 
council of Vienna, whose remarkable success does not, perhaps, 
stand out as much as it ought to. 

The author is less familiar with the problems of the Austrian 
peasant, but the general impression given is sufficiently near the 
truth. An unguarded remark might betray the general reader 
into underrating the importance of the larger—mainly aristocratic 
—landowners, and another into the belief that the land of the 
Church is mainly let to tenants, which is not so. The reviewer, 
judging from himself, expects that the reader will enjoy the 
humour of the last three chapters. Still, thinking as highly 
as he does of Mr. Macartney’s powers of well-balanced judgment, 
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he confesses that he would have liked to have his views on in- 
dustrial, commercial and financial problems a little more explicit 
and better nourished with facts than they are. 

JosePH A. SCHUMPETER 


Bonn. 


Italy’s Economic International Position. By ConsTaNnTINE E. 
McGuire. (New York: The Macmillan Co. 1926. Pp. 
xviii + 588. $3; and London: George Allen & Unwin. 
12s. net.) 


Mr. McGuire’s volume will deservedly remain for a long time 
the standard reference book in English-speaking countries on 
Italy’s present economic conditions. Italian students will be 
also obliged to recur to it, as the author has compressed in a 
compact volume much information which one would have been 
obliged to search for in innumerable public and private publica- 
tions; some of them, indeed, not accessible in their country of 
origin, as, for instance, the memorandums presented to American 
and British Governments by the Italian Treasury at the time 
of the settlement of war debts. One of these memoranda, by 
Professor Corrado Gini, is annexed, as Appendix G, to the present 
volume. What painstaking industry, sound judgment, careful 
criticism can produce, we have in this volume. Of course Italian 
readers may, from time to time, feel that the writer is a foreigner, 
a sympathetic and scholarly-minded foreigner, but, as such, 
liable to the unavoidable consequences of not being born in the 
country. Mistakes on matters of fact are few, incredibly few in 
a 600 pages volume; an anticipation of an elective Senate, 
pursuant to*projected reforms, as yet not enacted (p. 11); the 
abolition of the flour tax dated 1894 instead of 1884 (p. 65); the 
capital levy ascribed to Signor Soleri instead of to Signori Tedesco- 
Schanzer (p. 99); the beginning of the monthly Treasury state- 
ments referred to the year 1924, while they are much older 
(p. 331); the budget category of ‘‘ entrate e spese reali’? made to 
comprehend all the four categories of the budget, instead of 
only the first three (p. 332); the tax on mobiliar incomes said 
(p. 426) to be in 1864 a “ capitation” tax, while it was an 
‘‘ apportioned ” tax according to Bastable’s terminology (Public 
Finance, 3rd ed., p. 273); the land and buildings tax rates said 
to be as yet progressive, when their graduation was abolished 
from January 1, 1925 (p. 433); such and other minor techni- 
calities relating to scale of graduation of the super-tax on income, 
additional local surtaxes, date of payment of taxes, are the only 
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flaws an hypercritical censor could discover in a volume full of 
elaborate statistics, detailed historical narrative and fine un- 
ravelling of difficult financial mysteries. 

The volume contains a text and seven Appendices; a much- 
to-be-praised arrangement, as the more searching reader may thus 
find in the Appendices the discussion of the main ideas and 
conclusions of the text, to which the more cursory reader may 
confine himself. What are the resources—land, industry and 
population; what the financial, international trade and currency 
situation of Italy before, during and after the war; what the 
present prospects for stabilisation; what the best economic 
policy to follow in future; these are briefly the predominant 
topics of the volume. Mr. McGuire’s point of view may be 
described as that of an anxious optimism. He is optimistic 
because he appreciates greatly what Italy has already done in 
the field of reconstruction of her taxation system and of the 
general, railway and post office budgets equilibrium. -He is 
anxious because he sees our country surrounded by so many 
difficulties. In the last chapter he enumerates the conditions 
on which the economic progress and the salvation of Italy 
depend: she needs “the maintenance of free international 
access to foreign food-stuffs and raw materials” because her 
territory is small and poor, and her population is rapidly increas- 
ing; she “stands to gain from the moderation of protective 
policies in the world at large,” and she has “a paramount 
interest in the free and unrestricted movement of human beings 
from one country to another.” None of these conditions depends 
mainly on the free-will of Italy, and the problem is, how to 
persuade the nations of the world at large of the utility and 
necessity of the free interchange of men and goods? After the 
practical exclusion of Italian immigrants from the United States, 
the population and emigration problems of Italy have become of 
the acutest. As a consequence of all these uncertainties, Mr. 
McGuire feels uneasy about the capacity of Italy for maintaining 
the equilibrium of the international balance of payments. With 
an excess of imports over exports of goods of about 1500 million 
gold lire, with a 600 to 800 million gold lire of interest burden 
in the near future if all the projected foreign loans to industry 
come to maturity, Italy has a precarious set-off of 1500 million 
gold lire from emigrants’ remittances, foreign travellers’ expendi- 
ture, merchant marine gains, etc. 

I have grown sceptical about international payment deficits. 
Ever since Pietro Verri, the celebrated author of the Meditazioni 
sulla Economia Politica (1769), was obliged to reduce his estimate 
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of the excess of imports over exports for 1762 in the Duchy of 
Milan from 9-5 to 1-5 million lire, the outcry against deficits in 
the international trade balance of Italy has never abated. The 
final result of a secular series of so-called deficits was that in 1913 
the total foreign holding of Italian State and private securities - 
and investments—i.e. the total resulting indebtedness of Italy 
to foreign countries—might be estimated at 1500 million lire 
State securities, 750 million lire private securities and 1370 
million lire of capital investments; total 3600 million lire— 
truly not an appalling price to pay for a country which from 
1860 to 1913 had to build the whole State, railways, ports, etc., 
machinery, and start new industry and redeem marshy lands, 
etc. The increase in public and private wealth from 1860 to 
1913 must have been many times the resulting debt at the end 
of what may be called the building period in the history of the 
new Italian State. The present problem is not mainly one of 
how to make both ends meet in the international payment 
budget; but whether Italy is able to use to good account the 
200 million dollars or thereabouts which were lent her (State and 
Joint Stock companies) in 1925 and 1926 from the United States, 
Great Britain, Switzerland, Holland, and the other 200 or 300 
million dollars which she hopes to receive and the above said 
creditor nations are, I submit, not afraid to lend her. There is 
surely a danger lurking in these loans; and we must be grateful 
to Mr. McGuire for explaining the danger so vigorously in his 
book. The danger is that foreign loans may be considered by 
lax-minded industrialists as a substitute for inflationism. Being 
no more able to get notes from the Bank of Italy to pay for 
raw materials, wages, etc., they may recur to foreign loans, 7.e. 
to purchases of machinery and raw materials in foreign countries, 
provisionally settled with promises to pay at some future time. 
This would mean postponing the unavoidable liquidation of 
overgrown concerns, burdened with an undue proportion of 
locked-up savings and lack of circulating capital. Undoubtedly 
Italy must pass through a period of elimination of weak concerns, 
as Germany and Great Britain did, after their return to gold. 
Foreign loans must be restricted to the reproductive ones, without 
postponement of reconstructions which are the necessary and 
healthful results of the credit restriction policy. But clearly 
economists cannot do more than point out the existence of the 
problem; and I hope that bankers in foreign countries and 


industrialists in Italy will echo Mr. McGuire’s timely warnings. 
Luiet 
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Produzione, salari e redditi in una regione risicola Italiana. By 
SatvaTorReE Puawiese. (Milan: Universita Bocconi. 1926. 
Pp. viii + 276. lire 35.) 


EIGHTEEN years ago I published in the Economic JourNAL 
(Vol. XIX., 1909, p. 277) a review of Due secoli di vita agricola, a 
scholarly book in which the author, Salvatore Pugliese, opened 
a pioneer path in the history of prices, land values, wages, rents 
and profits in Italy. His selected field of work was the district 
of Vercelli, an agricultural region extending to about 313,000 
acres, mainly situated in the plain between the Po and the Sesia 
rivers, in the Piedmontese region. My review ended with an 
expression of hope that the painstaking work by Signor Pugliese, 
which, in a very much smaller field and for a shorter length of 
time, may be rightly compared with the great works of Rogers 
and D’Avenel, might be followed by other investigators in other 
Italian regions. Alas! after so many years Signor Pugliese 
remains a pathfinder; and if we wish to read a sequel to his old 
work, we must perforce recur to his new book. 

The field of work is the same; and the object of his researches 
are, as of old, agricultural land values, prices, profits, rents, 
wages in the Vercellese region. Only the time is different. The 
old quarto volume contained the history of the two centuries 
from 1700 to 1900; the new octavo book continues the narrative 
from 1900 to 1925. Perhaps because there were to be ascer- 
tained present-day facts, I have obtained the impression that 
they were the more difficult to gather. Old facts do not trouble 
anybody, and if sources are existent they are readily open to 
investigators. Present facts and figures may be of some conse- 
quence to conflicting individuals, classes and parties; and 
enthusiastic researchers sometimes are subject to receive chilly 
replies to their importunate questions. Signor Pugliese has 
well surmounted the initial difficulty ; and has, moreover, secured 
data which probably would have been for ever lost, had he not 
saved them from the oblivion of men and time. 

As scholarly as his first book, his new contribution is more 
intensely interesting. The period covered was firstly signalled, 
in the pre-war times, by rural agitations, the spread of socialistic 
doctrines, the rising of the agricultural labourer to a new dignity 
of life; afterwards by the war upheaval, and then by the pro- 
gressive fall of the purchasing power of the lira down to about 
a sixth part of her old level. Truly a system of forces capable 
of throwing out of gear the best built economic machinery. 
Agricultural workers have come very well out of the ordeal. 
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Owing to deficiencies in the statistical sources and the waning 
of the annual contracts, the new series of wages relate to labourers 
with daily or weekly contracts. Between 1700 and 1900 the 
annual wages of these labourers had increased from 258-74 to 
471-75 lire; but as the cost of the barest necessities of life 
increased also from 208-74 to 366-69 lire, the margin for other 
expenses increased only from 50 to 104-75 lire, i.e. from 24 to 
29 per cent. of the primary expenditure. The successive steps in 
the first twenty-five years of the present century may be stated 
thus: wages: 401-75, 609-10, 4010-20 and 5678-45 lire, respec- 
tively for the years 1901-5, 1906-10, 1921 and 1925; cost of the 
barest necessities of life (if supposed unchanged from the 1700- 
1900 level): 366-69, 392-37, 2166-96 and 2665-97 lire for the 
same four dates above said; margin: 104-76, 216-73, 1843-24, 
3012-48; proportion of the margin to the primary expenditure : 
29, 55, 85, 113 per cent. 

Twenty-five years of social agitation and of war and post- 
war turmoil were sufficient to effect a radical change in the 
condition of the agricultural masses. Whereas they had at the 
beginning of the present century an unchanged—as against two 
centuries before—margin above the simplest mean of existence, 
they can at present, with a margin of 113 per cent., purchase 
very much better food and improve their house and other ex- 
penditures. The food they have, vastly bettered; for a better 
home they care as yet not much. Some of them save and invest 
in land. Even in a region, as the Vercellese irrigated and rice 
cultivated plain is, predominantly favourable to great farming, 
the proportion of the total land possessed by very small pro- 
prietors (up to about 10 acres), has increased from 7-5 per cent, 
in 1740-80 to 17-9 per cent. in 1905 and to 20-5 per cent. in 1925; 
the part held by small proprietors (from about 10 to 30 acres) 
increased also from 9-2 to 11-1 and to 12-8 per cent. at the three 
dates aforesaid ; while the part held by medium-sized proprietors 
oscillated between 18-3 per cent. in 1740-80 to 20-2 per cent. in 
1905 and 17-2 per cent. in 1925; and the remaining portion of 
the total surface held by great landowners (above 100 acres) 
diminished from 65 per cent. in 1740-80 to 50-8 per cent. in 1905 
and to 49-5 per cent. in 1925. 

The rent of land is apparently also greatly increased: from 
181-27 lire per hectare (2-5 acres) in 1901 to 297-48 lire in 1913 
and to 1248-65 lire in 1924; but if we translate these paper lire 
into gold lire, we obtain: 181-27 to 292-36 and 278-37 respec- 
tively; so that the rent of land seems to have only very moder- 
ately increased after the beginning of the century, and, if we 
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take account of the decreased value of gold, positively decreased 
after 1913. The lag in the rent of land increase is due to the 
fear of risk incurred by farmers in obliging themselves to pay a 
fixed rent in paper lire. What will happen if the lira is to be 
permanently revalued? This fear explains the growing popu- 
larity of the custom of contracting rents payable in rice or wheat, 
or a combination of them and other agricultural products. In 
cases where the rent is a rice-rent, the value of it may be 
estimated at 361-63 gold lire in 1922, 597-70 in 1924, 769-07 in 
1925. It thus appears that, if the risk of variable money were 
eliminated, landowners would be able to obtain a considerable 
increase of rents. On the contrary, prices of land, which were 
about 4600 lire per hectare at the beginning of the century, 
increased to 5000 lire in 1913 and to 30-000 (paper) lire in 1925, 
corresponding to 6185 gold lire, a price less than the pre-war 
5000 lire if we take into account the depreciation of gold. In 
buying land, buyers cannot insure themselves against the risk 
of an appreciation of the lira; and prices therefore remain at a 
lower comparative level than rice or wheat rents. Farmers 
could not, however, pay the increased rice or wheat rents if they 
were not able to push production to limits undreamed of in past 
times. The staple product of the region, rice, has increased from 
2-06 metric tons of raw rice per hectare to 4 tons in 1896-90 
and to 4:5 in 1921-24. But these are average yields; in the 
best farms, yields of from 7 to 8 tons per hectare are by no means 
uncommon; and it is not improbable that, in a not too distant 
time, they will become the average yields, while the best farmers 
will reach 10 tons per hectare. The most progressive farmers are 
beginning to adopt the practice of the transplantation of the 
rice, by which practice nine-tenths of the soil is made free from 
January to June, and capable of an intermediate culture. The 
Vercellese soil may truly be said to have been built and rebuilt 
several times in the last two centuries. It would be unthinkable 
at present to repeat the severe judgment of Arthur Young when 
travelling from Turin to Vercelli: “‘ Here is a great field, which 
was under rice last year, now left to weeds, with hogs feeding. 
Why not sown with clover among or after the rice?” (7'ravels 
in France and Italy, 2nd ed., 1794, Vol. II. p. 236). Not a bit 
of land is lost to-day to cultivation, and the time of a universal 
two crops in succession each year seems near at hand. Only by 
unremitting efforts towards increased production can farmers 
hope to maintain profits on the face of increasing real wages 
and land rents. 


Luiar 
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Prospettive Economiche: 1927. Gtoreio Mortara. (Milan: 
Universita Bocconi. 40 lire.) 

L’evoluzione economica italiana nell’ultimo cinquentennio. VIN- 
CENZO Porrt. (Stab. Tipo. C. Colombo: Rome. 1926.) 


Proressor Mortara’s volume, now in its seventh annual 
issue, is almost entitled to be regarded as an Annual Register of 
Italian commercial economics. Whilst he carries on much of the 
work treated previously in Bachi’s annual L’Italia Economica, 
yet he deals with matters more from the view-point of Weltwirt- 
schaft, endeavouring to place Italy in its correct position as regards 
world production and consumption, and omitting many of the 
social movements dealt with by Bachi. 

Like its predecessors, the present issue is marked by that 
carefulness in compilation which we should expect from its author, 
and a caution in coming to conclusions which seems in places 
(particularly the very short paragraphs under the heading 
‘“‘ Situazione Prospettive’’) to be excessive. In the closing 
chapters he brings out clearly the monetary and financial move- 
ments in Italy; the fiduciary circulation remains aggravatingly 
and steadily high, whilst the lira advances steadily. But it 
seems that the position of the lira in terms of the pound and the 
dollar has been located, and it is only a question of finding the 
exact point for replacement on a gold basis. From Professor 
Mortara we should value some more detailed economic analysis 
of the figures with which he deals: it would be useful also if he 
could give us some information as to movements of wages and 
Italian internal costs, as to capital developments both as regards 
Italian-owned and foreign-held capital in Italy, and as to Italian 
revenue methods. 

Professor Porri deals with the economic progress: of Italy 
during the last fifty years; one may say progress rather than 
evolution, if one puts aside superior and, usually, unfounded 
views as to Italian economic inferiority. To read Italy correctly 
we have to remember that Italian unity preceded only slightly 
German unity, but whereas the latter meant merely the political 
adhesion of well-developed groups under the force of powerful 
economic attraction, in the case of Italy it meant merely the 
gathering of clay to make the bricks which only now, nine years 
after the close of the Great War, can be said to be assuming the 
shape of a permanent building. 

Professor Porri’s work is a history, written in admirable style, 
of the long-phase development of each branch of his subject. 
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Each branch, without descending to mere geography, he illustrates 
with local detail, and makes the most of his advantage as an 
historian over more matter-of-fact economists. The chapter 
on agriculture stands out specially. After fifty years of industrial 
revolution the rural population of Italy has only declined 26 per 
cent. (1871 to 1925), and, as regards industrial occupations, only 
4 per cent. of industrial units employed more than 250 persons 
in 1911. Of 6,064,000 land holdings assessed for taxation in 
~1924, 5,210,000 average 0-49 hectares or 1-2 acres, 540,000 average 
16 acres, and a further 173,000 average 74 acres, all this without 
reference to fertility. On the other hand, 77-4 per cent. of 
industrial undertakings in 1911 employed 2 to 5 persons. Despite 
the growth of large-scale industries since then, the small work- 
shop disappears only slowly. Wheat is still the main product, 
yet home production and import move steadily upward with 
population, and the home production is the one variable of the 
three which seems to be subject to limitation. 

The balance of payments in 1922 showed a deficit greater 
than that for 1909-13, a deficit which has since been reduced 
steadily as a result of the policy of Di Stefani and his successor 
Volpi, but the matter is a serious one for Italy: invisible exports 
consist mainly of emigrants’ remittances and tourist expenditures, 
while the adverse item “‘ interest on investments ”’ is likely to 
increase rapidly in the future in view of recent American, British 
and other foreign advances to Italian industry. A definite policy 
of restriction of imports means any of three things; cutting-down 
raw materials with hampering of industry and reduction of 
taxable capacity; reduction of food-stuff import, but Italy must 
live whilst the “‘ battle of the grain” is being waged; reduction 
in manufactured imports which would send up implement and 
fertiliser prices against an agriculture which is saturated with 
labour and starved of capital. The only solution is economy and 
“ effort,’ and with this last word in mind we can forgive Professor 
Porri for his closing effusion on “‘ I Cavalieri del Lavoro,” after 
reading his book with so much pleasure. 

A. ScHOLFIELD 


La Vie Economique Internationale. Par BartHiLemy RAyNAvp. 
(Un vol. in 16+490 pp. Paris: Sirey, 1926.) 


Dans |’Avant Propos l’auteur dit : ‘ Il est impossible aujour- 
d’hui de bien analyser aucun phénoméne économique, aucun fait 
social, sans tenir compte de l’aspect international du probléme.”’ 
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Il est vrai, mais c’est pourquoi le titre de ce livre est un peu 
vague et son cadre un peu indéterminé. C’est en réalité tout 
un traité d’Economie Politique et ou l’auteur a méme conservé 
la division classique, production, circulation, répartition, con- 
sommation, et, a ajouté, une cinquiéme partie sur les questions 
sociales. Nécessairement pour embrasser un si vaste domaine 
l’auteur n’a pu donner qu’une trés petite place 4 chaque question, 
par exemple 26 pages au commerce international. 

Toutefois l’auteur fait remarquer que son but n’est pas de 
traiter les questions économiques en elles-mémes, mais, les 
supposant connues du lecteur, d’indiquer “les organisations, 
institutions, et traités, qui tendent 4 une réglementation inter- 
nationale de ces questions.’’ C’est une étude purement didactique, 
sans controverses, et dans laquelle l’auteur s’abstient méme 
généralement de donner son opinion personnelle. Ce livre ne 
fournit donc pas mati¢re a une analyse critique. Mais ou peut le 
recommander & ceux qui désirent étre au courant du mouvement 
international. C’est une sorte de Yearbook ot l’on trouvera 
la date de naissance, Vhistoire sommaire, et le programme de 
presque toutes les innombrables associations et conventions, 
publiques ou privées, qui arborent le titre d’internationales. 

Cette vaste documentation est assez réconfortante car elle 
montre combien sont nombreux les liens de solidarité entre les 
peuples. En se croisant et en se resserrant, ces liens finiront 
par embrasser tons les pays dans une Union Economique mondiale 
laquelle pourra fournir 4 la Ligue des Nations une base plus solide 
que celle purement diplomatique sur laquelle elle repose aujour- 
d’hui. CHARLES GIDE 


The Industry and Trade of Japan. By 8S. Uyrnara, MSc. 
(London: P. 8S. King & Son. 1927. Pp. xv + 326. 8vo. 
15s. net.) 


Axsout the end of the fifteenth century the author of the 
Venetian Relation recorded his impressions of the English : “ great 
lovers of themselves . . . and whenever they see a handsome 
foreigner they say that ‘ he looks like an Englishman,’ and that 
‘it is a great pity he is not an Englishman.’” It is even so with 


us to-day when we refer to Japan or the Japanese as the “‘England”’ 
or the “ English ” of the East. We see in them characteristics 
which we believe to be common to us both—an ardent patriotism, 
an industry, a resolution and resource which have enabled us 
literally to fight our way to the front in maritime power, in com- 
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merce, and in the acquisition of overseas dominions by conquest 
and settlement, to pass from a predominantly agricultural to a 
highly industrialised economy, to witness a rural exodus to the 
towns, the rapid rise of great centres of industry under a factory 
system, with social and labour troubles necessitating Factory 
Acts, legislation as to Trade Unions, strikes, and the like, and to be 
faced with the problem of a dense population cooped up in small 
islands dependent largely upon imported food and foreign trade 
for subsistence. The economic history of Japan for the last half- 
century reads very much like a compressed version of our own 
economic history for four centuries. In some respects it is 
where we are; in others it is where we have been at an earlier 
stage of development. As Mr. Uyehara unfolds the story of 
the development of Japan since the Meiji Restoration in 1868, 
we may say sympathetically to our loyal and efficient allies, 
** We have been through it all ourselves.”’ In a brief introduction 
Baron Hayashi praises the author’s endeavour “ to increase the 
mutual understanding and goodwill which has so long existed be- 
tween the island nations of the East and the West. ... To know 
a friend’s difficulties and struggles is to appreciate his achievements 
or to commiserate his failures. It is for this reason that I particu- 
larly commend Mr. Uyehara’s record of my country’s economic 
development to the sympathetic perusal of the British public.”’ 

The record is restrained, unvarnished, severely statistical, 
and nevertheless lucid and highly interesting. Until the American 
fleet under Perry anchored in Tokyo Bay in 1854, Japan was a 
closed world. It opened itself to foreign intercourse in 1858. 
Its renaissance dates from the Meiji Restoration, 1868. Its 
mettle was tried in the civil war of 1877—the Satsuma Rebellion. 
And it leapt into the place of a great Power by its victories over 
China, 1894-5, and Russia, 1904-5. The value of Japan’s services 
in the World War do not appear to have been adequately chronicled 
up to the present time. Each of these three successful wars 
stimulated trade and industry in Japan. Each was followed by 
a boom. Each boom gave way after two years to depression, 
with the symptoms of which we are unhappily too familiar : 
multiplicity of new concerns, over-capitalisation in many direc- 
tions, amalgamations, reduced competition, price agreements 
and lessening of output. Formosa and Korea notwithstanding, 
the problem of dealing with a rapidly increasing population is 
acute, and is intensified by the immigration policies of other 
countries. It is for this reason that trade with the vast population 
of China is of the first importance to Japan. 

No. 146.—voL. XXXVII. 
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In some respects the development of Japan has differed 
markedly from our own: 


“Time and the Ocean and some fostering star 
In high cabal have made us what we are,” 


but Japan has been less indebted to conjunctur and more 
to the deliberate policy of far-seeing and enlightened administra- 
tion. Banking and transport were the first concern of those who 
wished to stimulate her commerce. They had not to wait for 
the growth of commerce to call them into being. When a house 
is built in Japan the roof is first finished and then the work is 
carried downward. In like manner the progress of Japan has 
been engineered largely from above. Mr. Uyehara describes the 
growth of capital investment, the conditions of labour (‘taking 
Japanese industries as a whole the proportion is roughly 60 per 
cent. women workers to 40 per cent. men ’’), and then examines 
the representative industries one by one. We see their past and 
present condition and their outlook. The natural resources of 
Japan and their limitations are considered, the lack of fuel and 
native iron, the possibilities of electrical power, the passing 
advantage of cheap labour, and other problems are touched 
upon, and the conclusion is arrived at that food-stuffs must be 
freed from taxation if Japan is to hold her own in foreign trade. 
The work is, however, in the main expository and realistic. The 
preface is dated July 5, 1925, and the book seems, therefore, 
to have been a long time in the press. In 1927 the menace of 
artificial silk to raw silk (which accounts for nearly two-fifths of 
Japanese exports) would probably appear to the author to be 
much greater than when he wrote, though even then he points 
out that the artificial article was produced at half the cost of 


raw silk. . 
Henry Hices 


Co-operation and Competition in the Marketing of Maize in South 
Africa. By Herpert FRANKEL, M.A. (London: P. S%. 
King & Son, Ltd.) 


Economists when they come to investigate any concrete 
department of economic life are likely to find that they cannot 
even begin their task without suitable statistical measurements. 
In outlying districts spectacles are on sale ready made, and the 
country yokel chooses a pair that seems to suit the requirements 
of his vision. The analogy must not be pressed, but this is very 
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much the position of the economic investigator in relation to 
statistical information. He has to take what he can get, and 
frequently has to content himself with data which were not 
designed to throw light on his particular problem, though a slight 
change in the form of presentation might have made all the 
difference. 

Mr. Frankel is to be congratulated on his industry in acquiring 
the statistical data necessary for his thesis, and his skill in using 
it. After giving an account of the traditional competitive 
system of maize distribution the author describes the activities 
of the co-operative maize-selling societies, and shows by a ruth- 
less use of the statistical method that the co-operative system 
in South Africa is on the whole less efficient than the system of 
private merchandising, which it has only displaced to a very 
limited degree. The reader is not intended to receive the 
impression that the latter is particularly efficient either. 

South African agriculture appears to live in a-chronic state 
of financial and commercial dependence on the country store- 
keeper; in the ordinary way it is the latter who buys the grain 
from the individual farmers, and after a brief interval of storage 
disposes of it, through the usual channels, for export or for 
consumption in the mining areas. Only about 30 per cent. of 
the average production of 14,000,000 bags is exported. 

A new elevator system under railway administration has just 
been inaugurated. In Mr. Frankel’s opinion, this will render 
unnecessary the functions of the storekeepers as collectors of 
grain, and lead to the growth of a “ futures ” market which will 
minimise price fluctuations’, maintain continuity of buying and 
selling, and improve the conditions under which credit can be 
made available at all stages in the handling of the grain. 

The picture which Mr. Frankel gives of South African con- 
ditions is not very flattering, and there is no reason to doubt its 
substantial accuracy. He has indeed made a wide study of the 
experience of other countries in these matters, yet local atmo- 
sphere seems to have perverted to some extent his views on 
co-operation in general. 

“The marketing of graded and standardised commodities,” 
he says on p. 127, “ presents special difficulties, but there is 
reason to believe that a large measure of success will attend the 
efforts at co-operative marketing of perishable commodities.” 
It is precisely because co-operative marketing has led to the 
grading and standardising of such perishable things as early 
potatoes, peaches, citrus fruit, apples and eggs, with conse- 

x2 
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quent improvement in production from the point of view of 
consumer demand, that it has been applied with such success 
in California and elsewhere. 

One fails to see why the system should be inapplicable to the 
marketing of non-perishable commodities which are graded and 
standardised by external agency, more especially as, according 
to Professor Boyle in his recent book on the Marketing of Agri- ) 
cultural Products, it appears to be true that the co-operative 
marketing of grain is by far the most important example of 
co-operation in America, and has been in successful operation 
for over twenty-five years. 

Mr. Frankel’s essay in Descriptive Economics should be of 
great practical value in his own country, in which not only the 
ethical but the economic basis of successful co-operation appear 
to have been hitherto ignored both by farmers and Government. 

JOSEPH JOHNSTON 


Trinity College, 
Dublin. 


Chapters on Machinery and Labour. By Grorce E. Barnett. 
(Harvard University Press, Cambridge, Mass., and Oxford 
University Press, London. Pp. vi-+ 161. 10s. net.) 


Tuts is a collection of six essays in recent economic history 
reprinted from various periodicals. The first four set out to 
show how the introduction of certain particular machines—the ? 
linotype, the stone-planer, semi-automatic and automatic bottle- 
making machinery—in the United States of America affected the 
skilled handicraftsmen who had formerly done the work; the 
last two add some general reflections suggested by the facts thus 
displayed. 

The book is, then, strictly limited in scope. It does not 
inquire what effect the new machines had on the fortunes of 
| labour as a whole. Nor does it include any study of the effects 
of improved machinery in a process already manned by machine- 
workers, unless, indeed, the second phase of the transformation 
of bottle-making (the introduction of automatic machines and , 
flow and feed devices which displaced the operators of semi- 
automatic machines) be regarded as an instance of this. It is 
concerned with the introduction of mechanical methods into 
tasks hitherto performed by handicraftsmen possessed of highly 
specialised skill; and it considers, in each case, the fate of these 
handicraftsmen only. This circumscription of aim and content 


i 
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has advantages. It makes for brevity and gives the work a 
cohesion and crispness which more comprehensive treatises too 
often lack. Short monographs on single subjects, clearly and 
narrowly defined, have not had as large a place in economic 
literature as they ought to have had. An addition to their 
number is welcome. 

Changes of the type which Professor Barnett has investigated 
are probably rare nowadays, and must be becoming rarer every 
year. Indeed, not the least of the services he has rendered in 
this book is to remind us that they were not confined to the 
epoch of which they are commonly regarded as characteristic— 
the so-called ‘‘ Industrial Revolution ’”—but still occur here and 
there in our own Machine Age. The earliest of the examples 
which he has examined—the introduction of the linotype—took 
place between 1887 and 1903: the latest—the introduction of 
automatic bottle-making machinery—in the last twenty years. 

His description of the process of change, of the trade unions’ 
attitude towards it, and of the course of the craftsmen’s wages 
and employment while it was in progress is, in every case, 
excellent: succinct, lucid, fully documented, well supplied with 
relevant figures and admirably free from bias or parti-pris of any 
kind. 

His estimate of the influence of the changes on the fortunes 
of the handicraftsmen is not quite so satisfying. The problem is 
to decide whether these workers would have been better or worse 
off if the machines had not been introduced; and, if possible, 
how much better or worse off. This raises the elementary but 
fundamental difficulty which besets every attempt to apply 
scientific method to the study of social phenomena: control 
experiments are impossible and, in nature, the cause in whose 
effects we are interested hardly ever operates in isolation. Pro- 
fessor Barnett is, of course, aware of this difficulty and is never 
guilty of a crude post hoc, ergo propter hoc (though he comes 
dangerously near one on p. 82); but his method of meeting it 
might with advantage have been rather more elaborate. His 
statistics of wages, for instance, are confined to the years in 
which the introduction of the machines was actually taking 
place: it would have been helpful if they could have been 
carried some way backward and forward so that their course 
during the critical period could have been compared with their 
previous and subsequent trend. Nor, again, does he illuminate 
his information about employment in the groups affected by the 
machines by relating it to any record of the general course of 
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employment; and he omits a similar precaution in regard to 
wages in two of his four cases. 

But no devices, however elaborate, can make a statistical 
record of historical events an altogether satisfactory substitute 
for experiment. Partly for this reason, partly because it is 
impossible to generalise from a few cases when each case differs 
so much from the rest, Professor Barnett’s work belongs to 
the category of history—which deals with particulars—rather 
than to that of science—which is interested in general laws,— 
though his concise and dispassionate discussion of the principal 
factors on which the craftsmen’s fate depends in the circum- 
stances here contemplated (Chapter V) is sound and helpful. 
As a contribution to economic history his work is first-rate and 
full of interest to everyone concerned with contemporary labour 
problems. 

The book is well printed on good paper. But its price is 
high. It has no index. 


G. F. SHove 
King’s College, 
Cambridge. 


Commercial Education. By Str Wm. Asutey. (Williams & 
Norgate. 1926. Pp. ix+ 164. 5s.) 


Business Economics. By Str Wo. Asutey. (Longmans. 1926. 
Pp. viii + 71. 2s. 6d.) 


Tue former of these small books consists of four separate 
essays, surveying the existing provision of commercial education 
in England, Germany and the United States. The preface gives 
us to understand that the book is merely the first step in a much 
more ambitious programme, but it is well worth reading as a 
survey of facts with which many people are unfamiliar, and the 
rest unmindful. The first essay deals with Commercial Education 
in England under the Board of Education. The difference between 
the declared policy of the Board, and its execution by the Local 
Education Authorities, is a phenomenon common to other 
branches of our national education scheme, but in respect of 
commercial education those much-maligned ‘ bureaucrats” in 
Whitehall are especially wide-awake and progressive, and the 
L.E.A.’s the reverse. Private enterprise is really little better 
than the efforts of our public authorities, and it would not be 
easy to dispute Sir William’s conclusion that ‘‘ the whole system 
of British Commercial Education is at present second-rate, 
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contributing less than it should to the production of routine 
clerky efficiency, and contributing little to the promotion of the 
higher qualities of business judgment.” The diagnosis of the 
root trouble as a defective elementary education is equally 
incontrovertible. Remedies within the limits of practical politics 
can only bring slow improvement, but that is all the more reason 
for pressing on steadily. 

The second essay is perhaps the most interesting of all, if 
only because the changes in German University Education for 
commerce have been so swift and far-reaching since the war, 
that few people have much knowledge of what has been happen- 
ing, let alone its significance. The issues which assume primary 
importance in German eyes will seem comparatively unimportant 
to the Englishman, and perhaps barely intelligible to the American, 
because of the peculiar status of the Civil Service in Germany. 
But the innovations and experiments now being made are well 
worth our careful attention. The same applies to the doings of 
the American Universities, which form the subject of the third 
essay. If less recent and revolutionary, developments there are 
perhaps at the moment more important, since for that very 
reason it is more possible to estimate their true importance. One 
wishes indeed that this essay had been cast in more generous 
proportions, so as to include material for a more detailed and 
comprehensive judgment. The last chapter is Sir William’s 
paper to the 1921 Conference of the Universities of the Empire. 

Business Economics is neither a text-book nor a magnum 
opus, but consists of three lectures delivered in September 1926 
at the Copenhagen Commercial College. Having drawn a dis- 
tinction between Political Economy and what he terms Business 
Economics, Sir William offers an illustration of the manner in 
which he would have the latter taught, by taking as a text the 
phenomena of overhead charges. He has not attempted to make 
an original contribution on this subject, but to afford an object- 
lesson to teachers of commerce students. It is to be wished that 
Sir William had more fully developed his distinction between 
Political Economy and its “ new sister,’ Business Economics. 
It may be doubted whether any important distinction of subject- 
matter really exists, at any rate to-day, for the last generation 
has seen an increasing development of the dynamic as opposed 
to the static view-point in economic science. It may be advisable 
for the commerce student to pursue a more detailed study of 
certain economic phenomena and problems, even at the expense 
of others, but this hardly justifies the idea of two more or less 
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distinct and separate subjects. We rather fear, for example, 
that many of our commerce students will hail Sir William as an 
ally in the fight to abolish from their curriculum all the old 
theoretical analysis and principles of economics, even in the 
most elementary form. There is little enough study of the 
elements of economics in many of our commerce degree courses 
as it is, and the educational value of the degree, not merely in ' 
the production of reasoning citizens, but also in promoting “ the 
higher qualities of business judgment,” is perhaps correspondingly 
impaired. Actually these lectures are a splendid example of the j 
importance of a sound grasp of economic principles, and of the 
trained economist’s approach to business problems, but it is 
perhaps a pity that Sir William did not stress definitely, and in 
more detail, what may not be so obvious to those who have been 


inadequately grounded in these fundamentals. 
J. W. F. Rowe 


Richard Cobden and Foreign Policy. <A critical exposition, with 
special reference to our day and its problems. By WiLL1am 
Harsutt Dawson. (George Allen and Unwin. 12s. 6d.) 


CoBDEN no doubt acted wisely, as regards both his peace of 
mind and his effectiveness, in refusing Palmerston’s offer of a 
seat in the Cabinet in June 1859; but the fact that he never 
took a hand in the management of foreign affairs, with the 
important exception of the French commercial treaty, must ) 
detract from the dramatic value of this book as compared, say, 
with Professor Webster’s and Dr. Temperley’s studies of the 
foreign policy of Castlereagh and Canning. There one could 
see principles being fashioned and tested by the need of meeting 
actual emergencies, whereas Cobden was never responsible for 
his country’s conduct and safety, was never called upon to 
translate his policy into practice. Yet such was the width of 
his knowledge of character and conditions both at home and 
abroad, such his moral courage, and such his understanding of 
the forces that were to shape the future, that his views must be 
of great interest to the student of international affairs both in 
Cobden’s day and in his own. Mr. Dawson is to be thanked for 
explaining so clearly and with such excellent quotations what 
those views were, with regard to the balance of power, inter- 
vention, arbitration, armaments, maritime law, the Eastern 
Question, the United States, the Empire, and the conduct of 
foreign relations. 
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But the book is much more than a mere exposition of Cobden’s 
doctrine with sympathetic commentary. To Mr. Dawson history 
is present politics; he would have felt unworthy of his hero, 
he tells us, if he had shirked the duty of applying his teaching 
to present problems and avowing freely his own conclusions. 
Consequently a large part of the book is devoted to telling us 
what Cobden would have thought—we are even given a speech 
he would have made—had he been alive to-day, and a larger part 
to expounding the author’s own views on the foreign and colonial 
policy of the Entente Powers in the present century. Many of 
his readers will regret that Mr. Dawson did not resist these 
temptations; they would have preferred to imagine for them- 
selves Cobden’s attitude to present-day affairs, and they will 
feel that Mr. Dawson’s rather angry pamphleteering not only 
disturbs the historical picture but presents the subject in a 
manner so partial as to be misleading. To them, such statements 
as that the French Government and diplomatists, “as the 
world now knows, were bent on a war with Germany as soon as 
British military and naval co-operation could be counted on 
with confidence” (p. 264), or that “long before 1914 Great 
Britain, in effect, was as securely tied to France as Russia had 
been since 1893” (p. 288), will seem no less out of place than 
unwarranted. The unfortunate but inevitable result of allegations 
that so far outrun the evidence is to turn the reader from fruitful 
study of Cobden to mere distrust of his panegyrist. 

It is interesting, neveftheless, to speculate how far the 
establishment of the League of Nations would have modified 
Cobden’s views on the rights of neutrals at sea and the collective 
coercion of an aggressor State. Would he have undergone the 
same conversion on these points as President Wilson, whom he 
so strikingly prefigures? And would he have looked on the 
League itself as an entangling or a disentangling alliance ? 
Intensely sympathetic as he was to American political thought, 
which direction would he have desired it to take ? 

One or two slips in the book should be mentioned. Metter- 
nich and Hardenberg would surely have been as deeply shocked 
by the statement (p. 48) that Austria and Prussia only ranked 
as Great Powers after 1818, “ though for a long time expected 
to sit below the salt,” as Earl Grey would have resented the 
charge (p. 61) that he ever contemplated the dilution of the 
House of Lords by an “infusion of plebeian blood.” Lord 
John Russell did not become Earl Russell “ by succession,’’ as 
we are told on p. 259; and to speak (p. 237) of “ the unlettered 
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masses of the people” as taking the right moral line in the 
American Civil War “by unfailing instinct’ seems hardly 
consistent with what we have previously read of the part played 
by public opinion in the Crimean War. J. R. M. BurTter 
Trinity College, 
Cambridge. 


Calendar of Plea and Memoranda Rolls recorded among the Archives 
of the Corporation of the City of London at the Guild Hall. 
Rolls Ala—A9, a.D. 1323-1364. Edited by A. H. Tuomas, 
M.A., late of St. Catharine’s College, Cambridge, Clerk of the 
Records. (Cambridge University Press. 1926. 15s.) 


Mr. A. H. Toomas has already laid all students of the economic 
and social history of medieval London under a heavy debt by 
his Calendar of Letters from the Mayor and Corporation, and he 
has increased it by producing the present volume. It consists 
of a Calendar of the Plea and Memoranda Rolls of the Corporation 
of the City for the years 1323-1364. Its value is increased by a 
learned introduction, in which the editor discusses of the nature 
and provenance of the documents included and gives a short 
account of the development of the power and administrative 
machinery of the City. The story is a tangled one, and no more 
competent guide could be found than Mr. Thomas. 

Certain among these documents throw light upon the national 
politics of the period, in particular on the movement which led . 
to the deposition of Edward II. But their principal interest 
for the economic historian consists in the glimpses which they 
afford of the commercial and industrial conditions and policy of 
the period in the greatest centre of economic activity in the 
country. There are several letters which have as their subject 
the vexed question of the relative advantages of a home or 
foreign staple. There are some characteristic gild rules (the 
pouchmakers and goldsmiths); certain examples of incipient 
trade unionism (among, e.g. the carpenters, bakers and cord- 
wainers), numerous cases of forestalling and a curious case of a 
trade combination attempting to use a Court Christian to compel 
a recalcitrant member not to sell below the price fixed. Most 
interesting of all are the proceedings arising out of the Great 
Plague and the Ordinance of June 1349 forbidding labourers 
to take more than the customary wage. Cases of craftsmen 
demanding higher wages, and sellers higher prices, begin at once, 
in July of that year, and recur for the next few months on almost 
every page of the volume. R. H. Tawney 
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Elements of Mathematics (for Students of Economics and Statis- 
tics). By D. Carapoe Jones and Prorressor G. W. 
Daniets. (Liverpool University Press and Hodder & 
Stoughton. 8s. 6d.) 


MATHEMATICS can be of service to the student of economics 
in two ways—it provides the statistical technique with which 
he can handle his raw material, and it provides certain concepts 
which greatly clarify theory. There are already in existence a 
good many short cuts to the first end; the originality of Mr. 
Jones’ and Professor Daniels’ book is that it attempts also to 
contribute to the second. In this it cannot be held to be wholly 
successful, for the greatest service of mathematics to the economic 
theorist can hardly be performed without some real mathe- 
matical discipline. But if the non-mathematician must be denied 
Pareto’s sudden flash of illumination when he saw that the 
equations for the equilibrium of supply and demand were 
analogous to those he knew in statics, there is at least no reason 
why he should not penetrate some way into statistics, and from 
acquaintance with the elements of co-ordinate geometry and 
calculus given in this book, lose his terror at the sight of a curve 
or a differential coefficient. 

J. R. Hicks 


London School of Economics. 


NOTES AND MEMORANDA 
Tue Irish Free State TARIFF ON FooTwEAR 


In his Financial Statement to the Dail outlining the legislation 
which the Government of the Irish Free State proposed to embody 
in the Finance Bill for the year 1924, Mr. Blythe, the Minister 
for Finance, explained why a tariff on boots and shoes had been 
accepted by the Executive Council. A limited experiment in 
the use of a tariff was to be made with the hope of stimulating 
industry in the Irish Free State. ‘‘We have selected as the 
main case for the proposed experiment the Boot and Shoe In- 
dustry. This industry is one which should flourish in the Saor- 
stat; and if it were strongly developed should lead to the re- 
surrection of an important tanning industry which would link 
it with the main agricultural industry of the country. At present 
the manufacture of boots and shoes is carried on to some extent 
in the Saorstat, but about fourteen-fifteenths of our requirements 
are imported, the annual value being over £2,000,000. The 
proposal I have to make to the Dail in this case is that there 
should be imposed a Customs Duty of 15 per cent. ad valorem.” 

The tariff of 15 per cent. was approved by the Dail and is con- 
tained in the Finance Act 1924, section 19. 

It was realised by the Irish Free State Government that this 
tariff would be revenue-producing for some considerable time, 
and therefore not more than partially protective. It was thought 
that British manufacturers of boots and shoes might establish 
branch factories within the tariff wall. This had already happened 
in the case of manufacturers of tobacco and cigarettes, and 
subsequently happened in the case of toffee and sweet factories ; 
but no British manufacturer has up to the present, nearly three 
years after the imposition of the tariff, entered the Irish Free 
State for the purpose of manufacturing or finishing, and the 
trade done by British firms with the Irish Free State has not 
decreased since the duty commenced to operate. There are 
many divergent statements made by residents in the Irish Free 
State regarding the effect upon prices of the tariff, and it is the 
purpose of the present article to trace the history of the tariff, 
as disclosed by the available statistical material, since May 1924. 


— 
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The intention of the framers of the tariff was to “ develop 
strongly ” the boot and shoe industry and with it the tanning 
industry. If one might express the Government’s reasoning 
) in plain terms, it must have been something like this. ‘“‘ We 
import approximately 3,500,000 pairs of leather boots and shoes 
each year. We want to produce more and to import less. We 
> realise that the efficiency of the British manufacturer is more 

than 15 per cent. higher than the efficiency of the Saorstat pro- 

ducer; but we must allow British boots to continue to enter 

the country, because otherwise the people must largely go without 

footwear. By taxing foreign boots to the extent of 15 per cent. 

we are simply giving an indirect subsidy to the Irish Free State 
( manufacturers to enable them to increase their output. If we 

wanted to have the whole of the domestic market, a tariff of 
much more than 15 per cent. would be necessary.” If this 
reasoning is not correct, then it is difficult to understand why 
such an inadequate tariff was imposed. The continued im- 
portation of British boots and shoes, without any decrease in 
the quantity, proves that the British manufacturer can compete 
with the manufacturer in the Irish Free State despite the 15 per 
cent. tariff. 

It may be taken for granted—the external trade statistics 
will tell us—that the British manufacturers of boots and shoes 
did not allow their reasoning faculties to remain dormant at 
this turn of events in the Irish Free State. Of their total export 
$ of boots and shoes (of leather) the Irish Free State takes one- 
third. It is therefore an important market: by far the most 
important individual market for British boots and shoes. Nor- 
mally in the past (the British manufacturer might have reasoned 
in January 1924) we have sent no more than 280,000 pairs of 
boots and shoes into the Irish Free State each month. Our 
customers in the Irish Free State have hinted to us that there 
may be a tariff on boots and shoes in the 1924 Finance Bill. 
Between now and the date of the tariff we shall send a large supply 
to meet the demands of our customers there.... In the 
result they sent : 


— 


352,000 pairs in February, 
463,000 pairs in March, 
430,000 pairs in April, 
585,000 pairs in May. 


But that is merely a forestalling of the tariff, and the June figures 
show the reaction to an exceptionally low figure of 150,000 pairs. 


314 THE ECONOMIC JOURNAL [JUNE 


Henceforth the trade must be kept going on more normal lines. 
The British manufacturer can add 15 per cent. to the price of the 
goods and trust to his more-than-15-per-cent. extra efficiency 
to enable him to retain his market. He can, as an alternative, 
decide that 15 per cent. is perhaps too heavy, and bear part of 
the increase himself. Finally, he can charge the tax or some 
part of it in the quality of the boots and shoes. How, then, did 
the manufacturer react to the altered circumstances of the Irish 
Free State market? It ought to be possible to obtain at least 
an index to probable answers from the official import and export 
trade statistics. There are available both the Saorstat returns 
of imports into the Saorstat, and the Board of Trade statistics 
of exports to the Saorstat. It is impossible to obtain agreement 
between the two sets of statistics in detail. The quantities 
which leave Great Britain do not sometimes enter the Free 
State, if the figures of both countries are correct; and sometimes 
greater quantities enter the Free State from Great Britain than 
are returned as having left British ports. Besides, there are 
slight internal variations in the Saorstat returns as quoted 
officially from year to year. Considering the manner in which 
the statistics are collected and their general “efficiency ” or 
reliability relative to the truth of the foreign trade, these differ- 
ences of detail may be dismissed with a notice of their existence. 
The figures here quoted have been accepted, after a scrutiny of 
the monthly, quarterly and yearly returns of both countries, 
as being the best which can be obtained. 

From the Board of Trade statistics one may obtain the figures 
of exports of boots and shoes to the Irish Free State from April 1, 
1923. The corresponding import statistics of the Irish Free 
State are available only from January 1, 1924. As the pre-tariff 
figures are of the utmost importance, nine-monthly. statistics 
are here compared. 

Boots and Shoes (Leather) consigned from Great Britain 
and Northern Ireland to the Irish Free State :— 


Dozen Value. Per pair. 
£ d. 


Nine months, April-December 1923 219,000 1,336,000 10 

“A 1924 247,000 1,392,000 9 4} 
8 
8 


” ” ” 
” ” ” ” 
” ” ” 


1925 260,000 1,300,000 
1926 255,000 1,256,000 


Adding the 15 per cent. tax, the declared value plus tariff 
is 10s. 93d. for 1924; 9s. 7d. for 1925; 9s. 54d. for 1926. 


[| 
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The effect of the tariff on wholesale prices in the Irish Free 
State, taking these broad averages, was an increase in the price 
in 1924 of 6-3 per cent. over the average 1923 prices: the British 
manufacturer bore 8-7 per cent. of the tariff and ‘passed on” 
6:3 per cent. In 1925 the gross price is 9s. 7d. per pair, showing 
a decrease from 1923 average prices of 5? per cent. The British 
manufacturer bore the entire tariff of 15 per cent. and reduced 
prices by an extra 5? percent. A tariff of 20 per cent. would have 
furnished extra revenue to the Free State Government, kept 
prices level, and would have had no effect on the imports of 
boots and shoes. 

These are conclusions which, except as general indices, are 
not proper to be taken as quite accurate. The Board of Trade 
statistics of exports of boots and shoes seem to be understated 
in quantities, and the 1923 figures are not as reliable as those for 
subsequent years, when we are in possession of a check on these 
statistics from the Irish Free State side. The enumeration and 
valuation of non-dutiable goods (and therefore of all exports) 
may generally be assumed to be less carefully made by the 
merchant and less closely scrutinised by the official than of 
dutiable goods. 

Turning aside from the nine-monthly averages to the monthly 
figures, fresh light is thrown on the subject. From these it 
seems probable that the British trade decided to adopt the policy 
of price cutting about March 1925. The Minister for Finance 
had expressed the hope, in his Budget speech, that after a year’s 
experience of the operation of the tariff one would have a clearer 
notion of its efficacy. It was after about one year that the 
British manufacturers were able to make up their minds on this 
point. One cannot avoid the conclusion that, granted the 
acceptance of the tariff policy, there was a case for an increase of 
the tariff to 25 per cent. at the time the 1925 Finance Resolutions 
were under consideration in Dublin. 

While the average price in 1923 was about 10s. 2d. per pair, 
the large May imports averaged 10s. 7d. The immediate effect 
of the tariff was to cause a lowering of the price, for greatly 
decreased quantities, to an average of 8s. 10}d. for June and 
of 8s. 9d. for July, 1924. Twelve months later, in June and July 
1925, the invoiced prices averaged 7s. 23d. and 7s. 0}d. The 
months of August and September seem to be dear months, 
perhaps because stocks are then being replenished for the autumn 
and winter. In these months of 1%24 the prices went back 
almost to pre-tariff figures, viz. August 9s. 33d., September 


i 
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9s. 33d.; but a year later the prices were: August 6s. 93d., 
September 8s. 13d. 

In March 1924, when the duty was being forestalled, the 
imports were 38,600 dozen pairs, and the average price per pair 
was 9s. 64d. In March 1925, when the tariff was in operation, 
the imports were 65,700 dozen pairs, and the average price per 
pair was only 5s. 10d., a big drop from the pre-tariff price. The 
imports had increased beyond the abnormal “ forestalling ” 
imports by over 70 per cent.; the price had dropped, despite the 
15 per cent. tariff, by over 38 per cent. 

There remains, however, to be considered how far a decrease 
in boot and shoe prices may have been due to other causes besides 
the Irish tariff. If in the nine months ended December 31, 1923, 
the Irish Free State market for British boots and shoes is elimin- 
ated from the Board of Trade statistics, it is found that the 
average price per unit of export was 8s. 74d.; but the average 
for the entire exports of boots and shoes of leather was 9s. 13d. ; 
while the average for exports to the Irish Free State was 10s. 2d. 
It is necessary to work on the first of these averages and see how 
the subsequent years’ prices compare. 

For 1924 (January to December) the average was 7s. 104d. 
For 1925 the average was 7s. 7}d., and for 1926, 7s. 74d. Sup- 
posing that the prices of boots and shoes sent to the Irish Free 
State had varied proportionately, using the 1923 average as 
basic, the figures would be: 1924, 9s. 3d.; 1925, 9s. O4d.; 1926, 
9s. 04d. Assuming that, in the absence of any tariff, Irish Free 
State prices ought to have followed this course, the following 
position is reached :— 


8s. a. od, 
(1) Course of prices without tariff 1924, 9 3; 1925, 9 0}; 1926, 9 O4% 
(2) Add tariff to (1) . » 20 4, 20: 
(3) Actual course of prices (tarifi ; 
middle of 1924) 9 0; 8 5; 8 1 
(4) Add tariff 15 per cent. to (3) . » 10 4; + 9 8; 53 9 43 


In order to compare pre-tariff with post-tariff figures, the 
statistics for June—December 1924 are substituted in (3) for those 
of January—December 1924, and give an average price of 9s. per 
pair (against 9s. 54d. for the full year). 

The conclusion appears to be that the British exporter bore 
some part of the tariff in every one of the three years ; and that 
he bore a greater proportion of it in 1925 than in 1924; and a 
greater proportion in 1926 than in 1925. It is unsafe to make a 
more detailed deduction; but the figures, if they were perfectly 
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accurate indices to what actually happened, which they un- 
doubtedly are not, show that the 15 per cent. tariff was borne 
in 1924, as to one-fourth part by the British exporter and as to 
three-fourths parts part by the Irish Free State importer ; in 1925, 
half by each; and in 1926 three-quarters by the British exporter 
and one-quarter by the Irish importer. 

These deductions are the original deductions from the Irish 
Free State figures, as corrected by the general figures of the 
entire export trade in boots and shoes of Great Britain and 
Northern Ireland. 

The number of persons employed in the bootmaking industry 
in the Irish Free State is small. Prior to the imposition of the 
tariff, the number was about 350. Official figures, quoted by 
the Minister for Industry and Commerce, give the numbers 
employed at December 1, 1924, as 678, and at June 1, 1925, 
as 847. 

This appears to be a curious case in which the tariff is thrown, 
more or less, on the “ foreigner.”” To one acquainted with Irish 
trade conditions, this is not an isolated ‘‘ curiosus.”’ The Irish 
trade gives to many English manufacturers a higher rate of gross 
profit than their domestic or their average total trade. Woollen 
or worsted manufacturers, for example, are in the same happy 
position as the bootmakers, but while the latter have apparently 
had to forego some of the extra profit, to the benefit of the 
Treasury of the Irish Free State, the woollen manufacturers and 
others are still in enjoyment of a peculiar differential advantage, 
the cause of which must be sought in the pages of Irish industrial 
history. T. J. KreRNAN 
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Committee on Industry and Trade. Factors in Industrial and 
Commercial Efficiency. Being Part I of a Survey of Industries. 
(Stationery Office, 1927. Pp. 544. 5s.) 


Tuts is the third volume issued by the Balfour Committee. 
Like the previous volumes, it is largely based on data provided 
by Government Departments, and thereby publicity is obtained 
for much valuable information which might otherwise have 
remained in the archives. But the Committee have in this case 
also made use of, completed, and tested evidence submitted to 
them. The result is another handbook of the first importance 
to both students and the public. It is to be read especially in 
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relation to their last volume, on Industrial Relations: for the 
whole of what has been called the “ rationalising ” of Industry 
involves both efficiency of structure and, within such framework, 
the conditions of workability. In this, as in the earlier volumes, 
the Committee have done much more than supply material to the 
teacher, the student, and the public; on controversial subjects, 
such as the combination movement, and the “ safeguarding ” 
policy, they present the facts with great impartiality, leaving 
final judgments still to be weighed; they have said enough, and 
have given pointers toward such judgments; and they have 
done it, both in the text and the Introduction, with admirable 
literary finish and arrangement. 

The matters dealt with are Industrial Structure, Training 
and Recruitment, Standardisation, Scientific Research, Industrial 
Art, the State measures for meeting post-war difficulties of in- 
dustry, and the Profits, Savings, and Charges which emerge from 
and surround the general question of Efficiency. These are the 
factors which it has seemed most suitable to deal with as a whole ; 
in a Second Part they propose to deal with industries in detail. 

The chapter on Industrial Structure deals mainly with the 
size of businesses, and with industrial combination. As regards 
the former, it is evident that not much statistical information 
is yet available in this country. The work of Sir Sydney Chapman 
still stands by itself. We have the distribution of companies by 
size, on the basis of nominal capitalisation (p. 127), an imperfect 
method of periodic comparison, and giving the surprising result 
that, for capitalisations above £20,000, there are many fewer 
companies registered after than before the war. We have nothing 
to compare with the detail furnished in this respect by the 
American Census of Manufactures, based on product and 
employed personnel. The new Census of Production will, the 
Committee hope, tabulate results which will lay the foundation 
for future comparisons of this kind. The indications are that 
small businesses are very tenacious of their place, in spite of 
all technical and combination movements. The argument 
regarding the combination movement is very fully laid out; we 
have something more systematic in analysis, description, and 
international comparison than the timid Report of the Committee 
on Trusts of 1918. The Committee do not think that combines 
cover more than one-fifth of the field of industry; but this, of 
course, does not measure their significance, if they are strong 
in fundamental and penetrating industries. It is evident, 
however, that we have passed the “ sensational’ period of the 
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Trust question; these structures can now be discussed positively 
and moderately, the main danger being, perhaps, that of a 
permanent judgment being rushed by the conditions of the 
post-war conjuncture, just as on the whole it may have been 
rushed the other way by the pre-war conjuncture after 1895. 
Sympathies are more with the producer now, as with the con- 
sumer then. It is the international developments which are 
now the crux of the question. Here it is important to note first, 
that not much is known about the international agreements ; 
second, that the Committee find that, as a rule, the object has 
been especially the exclusion of foreign competition from home 
markets. Much will no doubt be heard at Geneva of the relation 
of this important condition to tariff policies as combination 
may affect them. 

The Ministry of Labour supplies, in the second chapter, a 
Memorandum on Apprenticeship. There has been for some 
time no thorough inquiry into this subject of the “ element of 
acquired skill,” and the methods of creating it. There is the 
“‘ atmosphere ”’ of localised industries, on which Marshall laid 
stress, and which the Committee regard as still of great im- 
portance. As regards formal apprenticeship, a complete answer 
cannot yet be given as regards its tendency; the present number 
of male apprentices may be about 300,000. It is of interest to 
note the extent to which Joint Industrial Councils and Trade 
Boards are now concerning themselves with this subject, or with 
less formal methods such as learnership. Is the Technical 
School to be the rival of the Apprenticeship system? Then, 
at present, only ‘‘ about -25 per cent. of the boys, and 22 per cent. 
of the girls,” who leave Elementary Schools begin part-time 
education in day and evening classes. The Committee come 
to the conclusion that the full possibilities of co-operation between 
industry and technical education will not be secured by Advisory 
Committees only, but that the corporate interest of the in- 
dustries must be obtained, each surveying from its own stand- 
point what technical education can do for it, and giving effective 
assistance in the conduct of technical education. The survey 
of Commercial Education concludes with, on the whole, a 
favourable opinion on the recent institution of Degrees in 
Commerce. 

The chapter on Standardisation may be read with the 
Memorandum prepared for the Geneva Conference on “ Rational- 
isation in the United States.” In spite of the work of the British 
Engineering Standards Association, of which a detailed account 
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is given, the Committee find that there are still many branches 
of industry where there is great waste in the absence of any 
attempt to simplify. Apart from the question of waste, they 
point out the importance of this principle to steadiness of em- 
ployment, through the greater security in making for stock; 
as an instance of its advantage to dealers, and to distributive 
costs, they estimate that the value of ironmongers’ stocks is 
about 30 millions, of which 20 per cent. might be saved by 
standardisation. The Table on pp. 302—3, showing the reduction 
in sizes or varieties made by the American Division of Simplified 
Practice, the reduction in many cases being over 90 per cent., 
is a telling conclusion to this chapter, though there are some 
items in respect of which the consumer may seem to be somewhat 
strait-jacketed. The chapter on Industrial Art, giving pro- 
minence to an aspect of efficiency which has had less than its 
proper share of attention, and calling for further research into 
the status of the workshop designer, appears to emphasise, for 
at least some industries mentioned, that variety has claims as 
well as simplification, and that industrial design as a whole would 
suffer by the disappearance of the artist-craftsman. 

The concluding chapters deal with post-war conditions. 
That on the State Measures for meeting Post-war Difficulties of 
Industry, prominent among which are the new Customs Duties, 
is written with complete avoidance of controversy, and is well 
covered by the remark in the Introduction that “in times of 
national emergency or transition the limits of public action for 
the encouragement of trade may be widely different from those 
appropriate to permanent and normal conditions.” The con- 
clusions as regards the burdens on industry are, that no proper 
data exist for an international comparison in this respect; that 
high income tax may in some cases directly fall on costs (especially 
where professional services are employed); that, all over, the 
burden of local rates may be 1} per cent. of the value of the 
net product (the statistical tables presented being of much 
interest), and has increased since 1913 in the ratio of 11 to 7; 
that the “ social charges ’’ on industry may have doubled, being 
now in the neighbourhood of 2 to 3 per cent. of the net product. 
Transport charges are also a larger percentage on cost. The 
relation of differences of this magnitude to the decline in profits 
and savings shows that the difficulties of industry are mainly due 
to other causes. 

The Committee perceive the whole problem as one of the 
reactions of an industrial organism to changing conditions. Free 
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and quick reactions are not inconsistent with stability. Structures, 
relationships, and processes within industry, the conditions of 
preparation for industry, above all industrial leadership and 
enterprise, must be adapted to a world which is likely to change 
quickly, and to make large demands on mutual consideration 
between employer, employee and the community. Whether 
especially combination, and the new forms of it which are fore- 
shadowed, will mean conflict or co-operation between leaders on 
both sides, and therefore much or little public intervention, will 
depend on the degree to which leadership in the near future is, 
in the Committee’s word, “imaginative” and therefore con- 
siderate. D. H. Macerecor 


Report of the Unemployment Insurance (Blanesburgh) Committee. 
(Stationery Office. 1927. Pp. 96. 1s. net.) 


State Unemployment Insurance has been in operation since 
1912, covering a limited area till 1920, and as a general system 
since. The whole period, therefore, represents the trial of one of 
the most important experiments ever made in economic and social 
organisation. The above Report opens with a brief and clear 
sketch of the development of the scheme and of the machinery 
by which it is carried out; and in view of the various changes in 
the system since 1912, this will prove most useful. The Com- 
mittee’s reference was to consider, in the light of its working, what 
changes, if any, ought to be made in the scheme. In the circum- 
stances, this involved first a considered verdict on its working, 
and a decision whether or not it ought to be continued in its 
present form. The Committee reached an unanimous or at least 
agreed verdict for the continuance both of the scheme and of 
the contributory principle as its basis. A point worth noting 
is that “‘no suggestion has been received from or on behalf of 
employers that they should be relieved of a share of the con- 
tribution.” Secondly, subject to this verdict, it had to be 
decided what general principles should govern a revised system 
and what detailed changes were required. Part I of the Report 
deals with the case for continuing the present contributory 
system, and with the main features of the proposed revision. 
Part II is devoted to the numerous subsidiary, but still important, 
problems that arise. A valuable feature of the Report is its con- 
firmation, as against popular misunderstandings and misrepresen- 
tations, of the favourable conclusions reached by various other 
expert inquiries. 
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The proper place of contributory insurance in dealing with 
unemployment is carefully kept in view; and the need for remov- 
ing the causes of unemployment is rightly emphasised. Some 
excellent suggestions are put forward (pp. 23-7), though the 
Committee might perhaps have explored more fully the possibility 
of mitigating the trade cycle by careful organisation of public 
works; and it might also have been worth considering whether 
more might not be done by employers to foresee and guard against 
trade depressions. 

The verdict on the scheme depends mainly on two things, 
financial soundness and liability to abuse. On finance, the Com- 
mittee point out that since 1920 £278,000,000 has been paid in 
benefits, and that, after an exceptional trade depression, the deficit 
just before the coal strike was only £7,000,000. This deficit too 
represents a loan repayable to the Treasury. In face of these 
facts, the argument, still sometimes advanced, that ‘‘ extended ”’ 
benefit is a “‘ dole, since it is only out-relief paid from the taxes,” 
seems to hold little water. Moreover, the working of insurance 
of this kind almost necessarily involves excess of expenditure 
over receipts in bad years. As Sir William Beveridge has well 
said, “‘ it is wrong in principle that the fund should make a profit 
during severe unemployment; if it makes a profit in bad years 
its contributions are too high for its benefits.” The present basis 
of the scheme, therefore, seems actuarially quite sound and to 
leave some margin for reduction in benefits in a normal period. 

The lower rates proposed by the Committee assume, after allow- 
ance for various adjustments in benefits, an average unemploy- 
ment of 6 per cent. in a normal trade cycle, or a total number 
of 720,000 to 725,000 of the 12,041,000 insured contributors of 
July 1926. This 6 per cent. represents a considerable increase 
over pre-war experience of unemployment; but even so; to allow 
a maximum unemployment during a cycle of 1,150,000, the 
minimum must be as low as 300,000. Thus the Committee’s 
estimates may well prove too optimistic as regards the immediate 
future, and the introduction of their reduced rates may thus 
have to be postponed. 

The question of abuse is vital, not only as regards the reten- 
tion of the scheme, but because, if serious, it involves strict limita- 
tion of periods of benefit. The object in view is to secure the 
*‘ genuine unemployed,” genuinely “‘ capable of work,” adequate 
insurance over their period of unemployment, whilst restrictions 
in periods of benefit tend to remove it just when it is most needed. 
The Committee’s conclusions, based largely on the information 
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of the Ministry of Labour, are, therefore, reassuring. ‘The 
claims ultimately disallowed were well under 5 per cent. of all 
those current, and a very large number disallowed were so doubt- 
ful as to be subject of a legitimate difference of opinion.” Corro- 
borative evidence is also quoted, notably that of the Charity 
Organisation Society, who frankly admitted finding much less 
abuse than they expected. ‘Indeed, on this point the general 
attitude of the insured seems fundamentally sound, and other 
expert evidence confirms this view. Various detailed defects, 
and special difficulties in regard to particular classes, like the very 
casually employed, youths under twenty-one and married women, 
were found. The Committee’s analysis of these is very useful, 
also, in stopping loopholes for abuse, as in the suggestion for a 
clearer definition of ‘‘ genuinely seeking work,” the provision for 
reduced benefits between eighteen and twenty-one, where at 
present they approximate too closely to wage rates, and in the 
proposed requirement of a minimum of thirty contributions in two 
years. 

The Committee’s scheme attempts to combine a real insurance 
definitely covering the period of unemployment, with such safe- 
guards against abuse, as that rates of benefit should encourage 
neither improvidence in good years nor preference of benefit to 
work and should be below the general labourers’ rate of wages. 
They propose to abolish the limits to periods of benefit—the 
“1 in 6” and “ 26 weeks ” rules—thus combining “ standard ” 
and extended benefits, and to trust to strict administration and 
the ‘ 30 contributions ” limit to check abuses. A particularly 
valuable proposal makes “ training allowance ” under eighteen 
conditional on attendance at courses of instruction, and indeed 
under these conditions the insurance age might with advantage 
be reduced to fourteen. On the other hand, the needs of industry 
and the position of trades with low unemployment risks require 
as low rates of contribution as possible and careful husbanding 
of resources. The Committee, therefore, wisely reject expensive 
proposals, like abolishing the “ waiting period,”’ especially as the 
hardship from unemployment is least in its opening days. 

The Committee also cover many detailed questions, including 
the trade dispute disqualification, trade union administration of 
benefits, ‘‘ surrender values” on marriage, and co-operation of 
employers and employment exchanges. Among other things they 
propose somewhat to extend protection from loss of benefit to 
those indirectly affected by trade disputes. A strong case is 
put forward against attempting to use benefit as a contribution 
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to wages in order to create work. In particular this would favour 
those who dismiss work-people at the earliest moment against 
those who try to retain them in employment; and attention has 
been drawn elsewhere to a possible tendency of insurance to lead 
to earlier dismissals than in the past. 

The Committee have done valuable work, not only in their 
interesting detailed examination of the scheme, but in strongly 
emphasising the practicability of adequate insurance at reason- 
able cost. The criticisms advanced above rest mainly on 
matters of detail; and the one serious doubt arises over the 
immediate possibility of the scheme of reduced contributions. 
The real differences of opinion which underly this agreed Report 
seem in many ways a tribute to the insurance system. For the 
fact that those holding such different opinions could sink their 
disagreements in order to make the best of the existing scheme 


emphasises the real value and importance of its work. 
N. B. DEARLE 


OTHER OFFICIAL PAPERS 


Home Office. Report of the Departmental Committee on the 
Supervision of Charities. (Cmd. 2823. 9d.) 


No universal system is recommended. The Charity Com- 
missioners should have power to inquire into the affairs of 
collecting charities on due representation. 


Report of the Committee of Enquiry into Government Printing 
Establishments. (Cmd. 2828. 4s.) 
An important administrative inquiry, but mainly on the 
technical side. 


Agricultural Research and Administration in the Non-Self- 
Governing Dependencies. (Cmd. 2825. 2s.) 


Trarntine and Recruitment of Officers, Organisation of 
Research, Conditions of Service in Colonial Agricultural Depart- 


ments. 
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Estimates of the Working Population of Certain Countries in 1931 
and 1941. By Proressor A. L. (Submitted to 
the Preparatory Committee for the International Economic 
Conference. League of Nations, Geneva, 1926. Price 1s.) 


THE estimates relate to persons between the ages of fifteen and 
seventy, for eleven countries, computed on the basis of birth and 
death rates. They are therefore subject to qualification by 
migration, which cannot be estimated. The three decades from 
1910 to 1941 have each special characteristics—the immediate 
effect of the war, the resumption of normal rates of growth, the 
delayed effect of the war. Within the age-groups taken, the 
proportion of males to females which obtained in Great Britain in 
1911 is estimated as restored in 1941. 


Sixty-ninth Report of the Commissioners of Inland Revenue: Year 
ended 31st March, 1926. (Cmd. 2783. 2s.) — . 


Tne usual full statistical tables are given of basis of levy, 
distribution of the levy, and amounts realised, for Death Duties, 
Income Tax and Super-tax, Land Tax, Stamp Duties, and minor 
taxes. The net super-tax payable for 1925-6 shows a sharp 
decline. Payments out of the Exchequer to the Local Taxation 
Accounts now approach 10 millions, having more than doubled 
since 1915-16. 


Report of the Delegation appointed to study Industrial Conditions 
in Canada and the U.S.A. (Cmd. 2833. 1s.) 


Tuts Delegation spent altogether three months in Canada and 
the United States, so that its Report is summary and impression- 
ist. They express the opinion that combines, mass production, 
standardisation, and simplification have reduced costs and 
extended the market. The reduction of immigration has speeded 
up the use of mechanical processes, labouring work is continually 
being replaced by machine minding, and the product for the 
worker is generally much in advance of 1914. Mobility of labour 
is a considerable obstacle to plans for organising industrial 
relations within each plant, but progress is reported under various 
arrangements, which are already well known. The study of the 
special function of Management is being carried on in its technical, 
statistical, and consultative aspects, and employees are given 
such opportunities for advancement as to engage their interest in 
the avoidance of waste. Payment by results is in operation 
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wherever possible. The visit of the Delegation took place during 
a period of great industrial activity, and the facts recorded—with 
qualifications which are not minimised—reflect an environment 
of confidence. 


Public Accounts Committee. Epitome of the Reports from the 
Committees of Public Accounts 1857 to 1925, and of the Treasury 
Minutes thereon, with an Index. (Stationery Office, 1927. 
Pp. 741. 12s.) 


Reparation Commission. Official Documents. The Ezxpert’s 
Plan for Reparation Payments. (Reports of the Com- 
mittees of Experts. The London Agreements, August 1924. 
The new Bank of the Reich. The new German Railway 
Company. The Industrial Charge. The External Loan.) 


Board of Trade. Safeguarding of Industries. Report of the 
Committee on Light Leather Goods and Metal Fittings. (Cmd. 
2837. 4d.) Report of the Committee on Table-ware of Trans- 
lucent Pottery. (Cmd. 2838. 9d.) 

In the opinion of the former of these Committees, the 
applicants failed to make out their case, especially in respect of 
the ‘‘ unfairness” of the foreign competition. In the latter 
instance, the application was sustained, it being held proved that 
the difference between home and foreign wages amounted to 
*‘ unfairness,” and a duty of 28s. per cwt. has been imposed. 


Foreign Office. Memorandum on Labour Conditions in China. 
(Cmd. 2846. 6d.) 


Tus Memorandum is of great importance to ‘students of 
industrial evolution, the conditions reported being such as to 
recall the darkest days of the Industrial Revolution. It is stated 
that the movement for the betterment of factory conditions “‘ was 
initiated, and has been led, by foreigners, both missionaries and 


capitalists.” 


The Collection and Disposal of the Maritime and Native Customs 
Revenue since the Revolution of 1911. (With an account of 
the Loan Services administered by the Inspector-General of 
Customs.) Shanghai, 1927. Statistical Department of the 
Inspectorate-General of Customs. By S. F. Wricut 
(Pp. 276. 5 silver dollars.) 
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State of New York. Annual Report of the State Tax Commission, 
1925. Albany, N.Y.: J.B. Lyon Company. Pp. 526. 


Commonwealth of Australia. Official Yearbook, No. 19, 1926. 


Einzelschriften zur Statistik des deutschen Reichs. No. 2. Die 
Staatsausgaben von Grossbritannien, Frankreich, Belgien, und 
Italien in der Vor- und Nachkriegszeit. (Berlin, 1927; 
Hobbing. Pp. 575.) 


Vestnik Financoff. Monthly Publication of the People’s Com- 
missariat of Finance of U.S.S.R. Nos. 1 and 2. (Moscow, 
1927.) 


THESE issues of the Financial Journal of the U.S.S.R. (written 
in Russian) contain articles on principles of taxation and finance, 
of which the most general are by Professor P. Masloff on 
Principles of Rural Taxation, and Professor K. F. Shmeleff on 
The Problem of the Burden of Taxation. There are numerous 
memoranda on matters of a more special kind. 


Statistique des Finances de Union des Républiques Soviétiques 
Socialistes. (Livraison 4. Moscow, September 1926.) 


Tue Budget for 1925-6 for the Union, together with the 
provisional figures of the local Budgets. More than half the 
Central Revenue is derived from transport and excise, less than 
one-tenth from State lands and enterprises, about three per cent. 
from income tax. There are also tables of banking and monetary 
statistics, the course of prices and exchange. 
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OBITUARY 
FRIEDRICH VON WIESER 


THE last of the three founders of what has been called the 
Austrian School passed away on July 23, 1926, a few days after 
having completed his seventy-fifth year, still full of vigour of 
mind and body. 

Baron Friedrich von Wieser, born on July 10, 1851, the son 
of the Privy Councillor Baron Leopold von Wieser, was educated 
in Vienna, where he took his degree in 1872. Up to this time 
his favourite studies had been historical, but in 1872 he came 
across Menger’s Grundsdize, the perusal of which made him a 
convert to economic theory. He continued along the path thus 
opened up before him during his years of study at the universities 
of Heidelberg, Jena and Leipzig which followed, and during his 
short employ in the Civil Service preceding his becoming “‘ Privat- 
dozent ”’ at the university of Vienna in 1883 and his being called 
to the university of Prague in 1884, whence he returned to Vienna 
in 1903, succeeding Karl Menger. Passing by minor events of 
his career, I would only mention that he entered the ‘‘ Herren- 
haus” (House of Lords) as a life member in 1917, and that he 
took Cabinet office as Minister of Commerce in the same year. 
After his resignation he returned again to his Chair and to his 
scientific work. 

It is not easy to convey an adequate impression to anyone, 
who did not know him, of this eminent man, who fascinated 
wherever he went. His fine presence, his singular and quite 
unconventional charm and dignity of manner, something which 
gave weight to his every word, something else indefinably artistic 
about his personality, a sublime repose in whatever he said or 
did expressive of wide horizons—all this defies description. 
Perhaps the only thing I can do is to tell that, when we were 
celebrating his seventieth birthday, three speakers, myself in- 
cluded, compared him, independently of each other, to Goethe. 
He was always active, never in a hurry, interested in everything— 
among other things he was a prominent connoisseur and sedulous 
patron of art—upset by nothing. There was some charmed recess 
within him into which no public or private misfortune seemed able 
to cut. Every honour or success came to him naturally and with- 
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out effort and clothed him as if he had never been without it—yet 
did not seem to mean anything to him. He never fought for or 
against anything—but every difficulty seemed to give way before 
him. And old age itself, the destroyer of other men, to him only 
added, as it were, finishing touches, improving a picture which it 
always was an esthetic pleasure to look at. 

It is still more difficult to define within a short page or two 
the character of his scientific work, especially to English readers ; 
for his way of expressing himself was strikingly unEnglish, and 
it is to be feared that even the well-known translation and inter- 
pretation of part of his work by Professor Smart has done but 
little to impress his real importance on the English and American 
public. He was deficient in technique and is one of the few 
examples of clear thinking not implying concise writing. An 
appendix to the best of the obituary notices which have so far 
appeared, the one by F. A. von Hayek in the Jahrbuecher fiir 
Nationalékonomie und Statistik, 1926, contains a full list of his 
writings, running to sixty-two items. We must confine ourselves 
to indicating briefly the general trend of his thought. 

He was a theorist first of all. What Menger did for him was 
not so much giving him an idea as the impulse to develop his 
own ideas. Few men have thought so deeply on the fundamentals 
of the theory of value or have had so clear a vision of the ground- 
work of economics. And the best part of the energy of his prime 
was given to working out patiently the views and methods 
summed up in his book entitled Der Natiirliche Wert (1889), to 
which he led up by his Ursprung und Hauptgesetze des wirtschaft- 
lichen Giiterwertes (1884), containing a first exposition of his 
theories of the ‘‘ Grenznutzen,” of cost of production explained 
by “‘ indirect utility ’’ (the theorem which has been called Wieser’s 
law by Pantaleoni), and of ‘‘ imputation” (Zurechnung). These 
things are well known. But what I should like to insist upon is 
not the importance of any single instrument or theorem of his, 
but the fertility and grandeur of his conception of economic life 
as a whole, well brought out by the device of reasoning about a 
communistic society. Much progress has since been made in the 
theory of the equilibrium of prices, but of late, if I am not very 
much mistaken, questions are cropping up which may force us 
to go back again to those fundamental ideas which many of us 
now believe to be obsolete. 

After the publication of his Natural Value he dropped this 
line of thought for twenty years. But once more he returned to 
it in 1909, and in 1914 he published, in that encyclopedic 
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Grundriss der Sozialoekonomik, his ‘‘ Theorie der gesellschaftlichen 
Wirtschaft,” his last and ripest message on pure theory which, 
owing to the war, is only now beginning to make its influence 
felt. 

Much like Walras and others, he had turned meanwhile to 
the theory of money, building up slowly and from within—not 
looking at what other people wrote—what will always rank with 
the best performances of our age in this field. His first utter- 
ance on the subject was his inaugural address given in 1903 after 
his election to the chair of Menger, his last the article on Money 
in the Handwoerterbuch der Staatswissenschaften, which he finished 
but a short time before he died. He approached the subject by 
way of investigating into historical changes in the purchasing 
power of money, and aimed at giving to the quantity theorem 
the same sort of foundation which his theory of value had given 
to the law of Cost. Those who really understand monetary theory 
are none too numerous. Among them there is happily very 
much in common, and what differences remain are partly little 
more than differences in taste and technique. Therefore Wieser’s 
treatment necessarily runs parallel with that of others for a 
considerable part of the way. But in some points—developed 
later by such men as F. X. Weiss and L. v. Mises—it seems to me 
to pierce farther below the surface than any other. 

The chief work of his later years, however, centred in Sociology, 
in the sense in which it may be defined as an analysis of history, 
or, as he himself defined it with that power he had of coining 
striking words, as ‘“‘ history without names.” Historical Sociology, 
or Sociological History, had been his first interest, and it was 
to be his last. After toiling at it with youthful energy for years, 
he published, when seventy-four years of age, his great socio- 
logical book, entitled Das Gesetz der Macht—thus achieving what 
he had in his mind to do when still at school, and gathering in the 
harvest of his thought in that field. 

So there was nothing casual or incomplete or devious or dis- 
torted about this life. Every element of it formed part of an 
harmonious whole, which unfolded itself slowly and grew organic- 
ally to an imposing height and breadth. 

JosEPH SCHUMPETER 


Luier Luzzatrt 


Wiru the death of Luigi Luzzatti there disappears from the 
scientific and political scene of Italy and of the world one of the 
brightest and noblest figures that have sparkled init. Even in the 
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field of theoretical economics Luzzatti established a distinguished 
claim to honour, when, in 1874, he strongly combated Francesco 
Ferrara, the leader of liberal economics, who proposed to banish 
Ricardo from the Italian schools and to limit the whole of economic 
knowledge to the social théodicée of Say and Bastiat. But 
Luzzatti did not restrict himself to that task. In the following 
year, together with Lampertico and Scialoja, he assembled the 
economists of Italy in Milan to fix the fundamental principles of 
the new school of economics. In 1876, for the centenary of 7'he 
Wealth of Nations, Luzzatti published an essay on Adam Smith, 
which offers even to-day some interest and instruction. And after- 
wards, in a series of papers, essays and speeches, he explained 
the more complicated phenomena of money, credit, bank re- 
strictions, customs duties, illustrated the origin and development 
of English social legislation, and discussed the more interesting 
aspects of the economic action of the State. 

But the scientific work of Luzzatti, worthy though it is, is 
of secondary importance as compared with his multifarious 
activity in the fields of economic policy. Indeed, most of the 
various manifestations of Italian economic policy found their 
origin and received their stamp from his mind and his work. 
The first and greatest title of honour he acquired in these fields 
was the foundation of the People’s Banks, the structure of which 
he perfected, introducing the principle (unknown to Schulze- 
Delitzsch) of limited liability. He promoted their diffusion in 
his own province by his work, The Diffusion of Popular Credit 
in the Venetian Provinces (1863), and afterwards, by an in- 
defatigable apostolate, hé extended that institution to every 
part of Italy. As general secretary of the Ministry of Agri- 
culture, he valiantly promoted social legislation, above all the 
restrictions on women’s and children’s labour. He was the 
warmest supporter of co-operation in all its forms, of Postal 
Saving Banks, of Social Insurance in its various aspects, of the 
housing of the people, of protection to emigrants, of anti-drinking 
legislation, of the protection of young girls. He negotiated 
with the greatest skill thirty treaties of commerce and obtained 
remarkable advantages for Italian industry in foreign trade. In 
1906 he happily accomplished the conversion of the Italian public 
debt, and constantly struggled with the greatest energy for the 
equilibrium of the budget, strongly opposing the increase of 
public expenditure. After the war, he proposed an ingenious 
plan (which has found some applications) towards establishing 
international agreements between Banks of Issue, for avoiding 
the transmission of gold; and he supported with his great 
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authority the deflationist policy, thus contributing to salutary 
reforms in the practices of the Government. 

We must, in the Economic JourNAL, consider Luzzatti 
primarily as a political economist. But his position as an 
economist cannot be fairly sketched without a glance at the 
various other expressions of his universal mind. He was open, 
indeed, to all the currents of modern thought, and to philosophy, 
history, public law, international peace and brotherhood, and 
religion he brought a noble note of sympathy and pity. A 
splendid page in his life was his indignant denunciation of the 
barbarous persecutions of the Armenians and the Jews. He 
was a warm promoter of friendship between Italy and France, 
too often compromised by unjustifiable misunderstandings. But 
his broad and various spirit reflected itself best of all in his 
economic work, which was not confined to the dead marshes of 
profit and loss, but rose to the highest conceptions and to the 
most sublime aspirations. Enemy of every sort of materialism— 
including historical materialism, which he brilliantly attacked—he 
demanded, nevertheless, the widest freedom for every opinion and 
every critic. Enemy of Socialism, yet he found some of his 
warmest admirers amongst the Socialists themselves, who could 
not forget his fervent interest in the poor and his valiant 
struggles for their gradual elevation. 

A singular and eminent figure, whom it is difficult to reduce 
to a precise and rectilinear synthesis. For the practical character 
of his work, he could be compared to Cobden, if his action had 
not followed a course diametrically opposed to that of the English 
agitator. For whilst the latter struggled for free trade and was 
an enemy of social legislation, Luzzatti was at times a decided 
Protectionist, and ever a supporter of social legislation. For 
his shining vision of a nobler and higher humanity, for his warm 
apostolate of every form of progress, he could be compared to 
John Stuart Mill, from whom, however, he differed substantially 
in his spiritual and theistic convictions. On that last point 
he presents some resemblance to Tolstoi, although never acceding 
to the mystical fancies of the Russian prophet. For his splendid 
eloquence, the liberalism of his politics, his democratic ten- 
dencies and his financial measures he could be compared to 
Gladstone, but the different fields of their activities impair the 
comparison. 

Indeed, to compare Luzzatti to men of foreign countries is 
an impossible task, precisely for the reason that he was, at every 
moment of his life, an essentially Italian nature, worthy and 


1927] PHILIP HENRY WICKSTEED (1844-1927) 333 


legitimate heir of those men of the Italian Renaissance whose 
versatile souls roamed in the most diverse spheres and drew from 
the innumerable expressions of life and thought the strength 
and the impulse to a universal vision. Gigantic figures, whose 
powerful mould is, alas! ruthlessly destroyed by the all-pervading 
specialism of to-day and whose memory fills with regret the 
hearts of their latter-day successors for a kind of greatness which 
is no longer attainable. ACHILLE LoRIA 


Puitre HENRY WICKSTEED (1844-1927) 


So versatile was Wicksteed that on his death, March 18, 1927, 
the leading English journal, dwelling on his services to literature 
and theology, makes no mention of his economic work. Yet, 
while he was a well-known interpreter of Dante and Aquinas, 
to say nothing of Ibsen, he did much for Jevons, and left a name 
highly honoured in Political Economy. His heart was as truly 
in his economic as in his other studies. 

Born at Leeds October 25, 1844, he passed from Ruthin 
Grammar School to University College, London (School and 
College), became M.A. of London University (in Classics), to be 
afterwards Litt.D. of Leeds and Manchester. He followed at 
first his father’s profession of Unitarian Minister; translated, 
from the Dutch, Kuenen’s Bible for Young People; and from 
1874 to 1897 preached as Martineau’s successor in Little Portland 
Street Unitarian Chapel. But he had found out his gift of 
lecturing, and his lectures on Dante became increasingly popular 
in the world outside. 

The power of economic reasoning and teaching was meanwhile 
being discovered to himself and others, in a small ‘“‘ economic 
circle,” meeting in the house of Mr. H. R. Beeton, and numbering 
Foxwell, Shaw, and Edgeworth among its members. Wicksteed 
presented the first fruits of these discussions in his Alphabet of 
Economic Science, 1888, described by himself in an apologetic 
preface as “forty pages of almost unbroken mathematics,” 
inspired by Jevons. When Jevons himself wrote a Primer in 
1878, he left out not only the mathematics but even the final 
utility. Though Jevons was to the end Wicksteed’s master and 
guide, the Alphabet was not built after the master’s model, but 
rather on Mill’s dictum, that a pupil not sometimes required to do 
what he cannot do never does all he can. Wicksteed, therefore, 
was of most use to the chosen few who had something of his own 
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ability. There is real descent to ordinary folk in the first book 
of The Common Sense of Political Economy,! and in the Address 
to the British Association (Section F) at Birmingham in 1913.? 
In all his writings he reaches a high level, from which he rarely, 
if ever, drops down, perhaps not sufficiently often for a popular 
audience. 

The Common Sense was, in the author’s own words, “a 
popular but systematic exposition of the marginal theory of 
economics,” in 702 pages. Many readers will agree with Professor 
Cannan that “the homely exposition of Book I will not appeal to 
quite the same readers as Book II.”’ Book I is described by the 
author as “‘ Systematic and Constructive,” with the minimum 
of controversy; Book II as “‘ Excursive and Critical,’ and Book 
III as “ Analytical and Practical.” There is abundance of 
learning, wisdom, humour and true “‘ common sense ” everywhere 
in those pages; and Wicksteed lived to see the idea of final 
utility well absorbed into economic theory. 

A shorter treatise, on Correlation of the Laws of Distribution, 
1894, had dealt with Increasing and Decreasing Returns in the 
manner of the later Common Sense (Book II). Professor A. W. 
Flux (as he then was) suggested that the design of the book was 
better than the execution ® ; and the author frankly admits its 
defects. Yet Wicksteed moved easily on mathematical heights, 
and was able on more than one occasion to follow up his friend 
Edgeworth by a statement in ordinary mathematical language 
of what his friend had said. 

Compared with his writings on other subjects, Wicksteed’s 
economic works make but a short list, even if we include articles 
like those in Palgrave’s Dictionary on Jevons (II. 474-8, new ed.) 
and Dimensions of Economic Quantities (I. 583-5), as well as the 
reviews, in this JouRNAL, of Jevons’ Principles, 1905, p. 432 seq. ; 
Pareto’s Manuale, 1906, p. 553; Chapman’s Political Economy, 
1913, p. 72; Davenport’s Economics of Enterprise, 1914, p. 421. 
It distressed him that some who heard him gladly on Dante 
would not listen to him on Jevons. He himself had room for 
both and for much else. But it is significant that his last work, 
completed under bodily suffering only a few days before his death, 
was a translation of Aristotle’s Physics. His last thirty years 
were passed in a quiet country house at Childrey, Wantage, in 

1 Reviewed by Professor Cannan in this JouRNAL, 1910, p. 394 seq. 
2 ** On the Scope and Method of Political Economy in the light of the Marginal 
Theory,” printed in this JourNaL, March 1914, pp. 1-23. 


8 JOURNAL, 1894, p. 308 seq. 
* Common Sense, 1910, pp. 373, 563. 
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Berkshire, where he was surrounded by his books and his grand- 
children. He married Miss Emily Solly in 1868, and survived 
her only three years. They had eight children. 

Like not a few of our best men, Wicksteed had greater influence 
than he ever fully knew. If the Labour Party finds its economic 
oracles in the Fabian Society, Wicksteed may claim to have 
trained our future statesmen in sound economics. We have 
it on the authority of Mr. George Bernard Shaw, an original 
member of the British Economic Association,! that he and the 
Fabian Society were converted by Wicksteed from Marx to Jevons, 
on Value. Mr. Shaw’s intervention (Economic JouRNAL, 1918, 
p. 345) in the discussions concerning a Capital Levy surprised 
no one who was aware that the well-known author in his early 
days had been equipped? for economic discussion by Philip 
Wicksteed. The closing words of Wicksteed at Birmingham in 
1913 (l.c., p. 22), show how little he expected from the mass of 
politicians, even if political economy were properly taught to 
them: “Social reformers and legislators will never be economists ; 
and they will always work on economic theory of one kind or 
another. They will quote and apply such dicta as they can 
assimilate, and such acknowledged principles as seem to serve 


their turn.” 


CuRRENT Topics 


WE much regret to announce the death on May 12, 1927, in 
his seventy-seventh year, of Joseph Shield Nicholson, Professor of 
Political Economy in the University of Edinburgh from 1880 to 
1925. Professor Nicholson had been a member of the Council of 
the Royal Economic Society from the beginning. We hope to 
publish a notice of his life and work in the September JouRNAL. 


The following have been elected to membership of the Royal 
Economic Society :— 


Advani, 8. T. Barker, H. Camusso, G. G. 
Aiyar, P. K. 8. Boyer, F. C. Cawson, F. A. 
Arkless, F. C. Byrne, J. S. Chadwick, J. A. 
Armstrong, W.E. Burton, A. G. Cheyney, L. F. 
Banerjea, J. M. Campbell, P. W. Cobb, J. C. 


1 See JouRNAL, 1891, pp. 3,13. Report of first meeting, at University College, 
November 21, 1890. 
2 See his letter to The Times, March 25, 1927. P 
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Denaxas, A. Mason, G. E., jun. Smith, F. 
Duthie, N. W. Mehrotra, D. P. Soda, Dr. K. 
Ernest, C. M. J. Mises, Prof. L. Sri Raman, T. 
Ewing, J. D. G. Morgan, A. Stevens, H. 
Fanzder, J. S. Morrell, F. D. Stredder, F. O. 
Gallimore, E. 8. Nakamura, E. Vasudeva, R. B. 
Ganguli, B. N. Nurullah, M. Wale, W. A. 
Gregory, H. J. Rao, Y. G. Weatherill, F. W. 
Griffiths, P. Richards, D. Webster, W. C. 
Happold, Mrs. A. M. Riches, E. J. White, N. 
Jerath, H. L. Sharma, V. Wijesinghe, I. H. 
Jones, A. J. Sharp, N. H. Wormald, 8S. 
Keyter, I. A. Shepherd, E. Wright, H. E. 
Lees, H. Silva, O. B. de. Young, T. C. 

The following have compounded for life membership :— 

Duthie, Norman W. Richards, David. 
Ganguli, Bhupendra Nath. Soda, Dr. Kiichiro. 

The following have been admitted to Library membership :— 

Cardiff Public Library. 

Chinese Government Bureau of Economic Information, 

Peking. 


Library of the Commercial University, Rotterdam. 

Ministry of Finance—Bureau of Markets, Shanghai. 

Ministry of Foreign Affairs, Nationalist Government, Republic 
of China, Wu-Han. 

Nobelkomnite, Oslo. 

Williston Memorial Library, Massachusetts. 

University of Denver Library, Colorado. 


We record with regret the deaths of the following Fellows of 
the Society : 


Adams, William (elected 1890). 
Zuckerkandl, Prof. R. { 


Our German correspondent writes : 


“Since the first volumes of the German Wirtschaftsenquéte 
will appear shortly, it may be of use to remind English economists 
of the task and structure of the Enquiry. Under an act of the 
Reichstag (Gesetz itiber einen Ausschuss zur Untersuchung der 
Erzeugungs-mod Absatzbedingungen der deutschen Wirtschaft) 
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of April 15, 1926, a committee has been formed to investigate 
German industrial, commercial and agricultural conditions. Very 
wide powers have been granted to it (§ 4). All members are 
appointed by the Government, but only nine of them are freely 
selected by the Government, whilst eleven have been nominated 
by the Reichstag—on party lines, of course—and nine by the 
‘ Reichswirtschaftsrat,’ a very important difference from the 
English Industrial Commission, with which this Wirtschafts- 
enquéie might otherwise be compared. Ample means having 
been granted and sub-committees having been formed (on general 
economic structure, on agriculture, on industry, on efficiency of 
labour, and on money, credit and public finance), the committee 
went to work on a very comprehensive plan, drawing on all public 
and private sources of information—especially on the materials 
of the census of 1925—and examining witnesses out of number. 
The leading men are Dr. Hilferding, the eminent Socialist politician 
and theorist, and Professor Harms. Much useful information 
may reasonably be expected from their forthcoming publications.” 


Professor E. R. A. Seligman, our American Correspondent, has 
been recently elected a Corresponding Member of the Institute of 
France, to fill the place formerly occupied by Alfred Marshall. 
Professor Seligman has also had the Emile de Lavelleye prize 
conferred upon him by the Belgian Royal Academy of Sciences, 
Letters and Fine Arts. This prize is awarded at intervals of five 
years to a scholar whose scientific works are considered to have 
constituted an important progress in Economic Science, Social 
Science, Fiscal Science, International Law, Public Law, or 
Politics. On the last two occasions of its award the prize has 
fallen to Professor Gide and Alfred Marshall. 


The Council of Manchester University has accepted from an 
anonymous donor an offer of £1,000 a year for a period of five 
years to establish a research post to promote the study of post- 
war economic and social problems in this country. Professor 
Henry Clay, who has been Stanley Jevons Professor of Political 
Economy and Cobden Lecturer in the University of Manchester 
since 1922, has been appointed to the new Chair of Social 
Economics for the period of five years, as from September 1927. 
The duties of the Chair are particularly concerned with the 
relations of Government and industry as affected by post-war 
problems. 


mn, 
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With reference to Mr. Paul Einzig’s article on “The Gold 
Points of the Exchanges To-day ”’ published in the Journat for 
March 1927, a South African correspondent writes to point out 
that there are some cases in which the interest factor need not be 
allowed for when calculating the gold points of an exchange; for 
example, in any case in which the Central Bank of a country has a 
statutory gold reserve against its note issue and is permitted to 
include in this reserve gold in transit. The South African 
Reserve Bank is a case in point. The fact that there is not 
necessarily a loss of interest during the transit of the gold enables 
the Bank to quote more attractive terms to the mines for their 
gold than they would otherwise receive, and consequently to 
control the marketing of the bulk of the gold output. 


The Pollak Prize of five thousand dollars for the best adverse 
criticism of Profits by Foster and Catchings has been awarded 
to R. W. Souter, Lecturer in Economics, University of Otago, 
Dunedin, New Zealand. There were 435 contestants, including 
fifty Professors of Economics. The second place was obtained 
by F. L. Olmsted, landscape architect of Brookline, Mass. 
Amongst others, Mr. C. F. Bickerdike, Prof. A. H. Haugen of the 
University of Minnesota, Mr. P. W. Martin of the International 
Labour Office and Mr. V. V. Novoyitov, Lecturer in Currency 
at the Polytechnic Institute, Leningrad, received honourable 
mention. The judges were Mr. Owen Young, Prof. Allyn Young, 
and Prof. Wesley Mitchell. 


Attention is called to the following offer, which is of such a 
character as to be of the highest interest to a public library :— 


“A Collection of some 3000 books and tracts on Economic 
and Social History, extending over the period from the end of the 
sixteenth century to date, is offered for sale by private treaty. It 
includes many works on social and economic history now very rare 
and difficult to obtain, including first editions of most of the great 
economic classics ; and while it can only give a partial representa- 
tion of so extensive a literature, it is believed that it would serve 
as an excellent nucleus for the creation of a large and important 
social and economic library in a University or other similar 
public institution. For further particulars application should be 
made to Books, 7, Jesus Terrace, Cambridge.” 


RECENT PERIODICALS AND NEW BOOKS 


Journal of the Royal Statistical Society. 


Vol. XC., Part I. German Currency; its Collapse and Recovery, 
1920-26. Lorp D’AxpERnon (Presidential Address). A critical 
history, with concluding observations on the conditions requisite 
for recovery from catastrophic positions of currency and exchange. 
Inflation and Deflation in the United States and in the United 
Kingdom, 1919-23. H.W. Macrosty. While the policy of the 
banks and of the Treasury affected prices, this was not the main 
cause of the fall in prices. The real cause was the “ strike of the 
consumer ” against the high cost of living. This deflated prices, 
and deflation of credit followed. Precision of Means and Standard 
Deviations. E. C. RHopes. 


Economica (London School of Economics). 


Marcu, 1927. Technical Influences on Vertical Integration. F. 
Lavineton. It is argued that the dominant technical influences 
are those making for simple lateral combination, which is contrasted 
with either vertical or lateral “integration.” But there are 
certain influences which modify this tendency, which are 
exemplified from technical conditions in certain industries. The 
Organisation of the Swedish Money Market. K. Kock. A 
concise study of somewhat special conditions, of much comparative 
value. Sweating in the Clothing Industry. S. P. Dosss. 


The Sociological Review. 


Aprit, 1927. A Comparison of Chinese and Western Civilisation. 
J. H. Bripases. The Village World; Actual and Possible. P. 
GeppEs. Life in a Highland Glen. “XX.” The Rise of the 
Danish Peasantry. P. MANNICHE. 


Journal of the Economic Society of South Africa. 


JANUARY, 1927. The first issue of this Journal has many well-known 
contributors. In an article on The Necessity for Economics Mr. 
W. H. Clegg, Governor of the South African Reserve Bank, 
illustrates his subject by a number of practical problems. 
Professor Lehfeldt, in discussing Changes in the National Income 
of South Africa, makes some new observations on Pareto’s formula, 
and its accuracy at the lower levels of income. In his paper on 
Site value as Basis for Municipal Taxation, the Director of Census 
and Statistics considers a number of principles of taxation in their 
local application. Professor Plant, on The Customs Tariff as a 
Means to Revenue and Protection, is strongly critical of the new 
South African proposals, in place of which he offers other sug- 
gestions for industrial development. There are shorter papers by 
Professor H. Clay, and Dr. A. J. Bruwer, Chairman of the Board 
of Trade and Industries. 
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Review of Economic Statistics (Harvard). 


JANUARY, 1927. Review of the Year 1926. The indices show the 
persistence of great business activity in the face of declining 
commodity prices. The Money Market in 1926. W.R. Buraess. 
The changes in 1926 were part of a longer movement beginning 
towards the end of 1924, which has resulted in a substantially 
higher level of interest rates. The credit expansion of the past 
two years has been almost wholly outside New York City. An 
Index of General Business Conditions, 1875-1913. W. M. 
Persons. An index for the period 1875-1902 is obtained from 
statistical series similar to those used for the index of current 
business conditions, the comparative data being tabulated. For 
the earlier period, neither the general correspondence of the 
cyclical movements of the three constituents, nor the systematic 
lag, is as pronounced as for the later period. Weekly Fluctuations 
in Outside Bank Debits. W.L.Crum. Market Value of Industrial 
Equities. E. L. Smita. Cyclical and Sectional Variations in the 
Sale of Public Lands, 1816-60. A. H. Cote. Data are offered 
which may throw light on the course of American settlement. 
Movements in the sale of lands usually preceded the movements in 
general business, as reflected in prices. Up to the Civil War, this 
statistical series should be taken into account as forecasting the 
general course of business. 


American Economic Review (Harvard). 


Marcu, 1927. Economic Advisory Work for Governments. E. W. 
KemMERER. Why do foreign Governments choose American 
economists as advisers? what is the kind of work? how far is the 
advice followed? what economic fallacies are most likely to 
obstruct the work? The Function of the Entrepreneur. C. W. 
Tutte. A statement of the position that profit depends on a 
special function or condition, not on a totality. This condition 
is the ownership of opportunity for organisation. The function is 
to be separated from that of employer. Economic Effects of 
Inheritance Taxes. G.E. Hoover. A discussion of the incidence 
of inheritance taxes on the accumulation of capital, on its dis- 
tribution, on the scale of production, and on savings. ‘‘ Most of 
the arguments thus far used against the inheritance tax are bad 
ones.” Going Value in Utility Valuation. M. C. WaLTERSDORF. 
The accounting and legal problem of allowing for development 
costs or losses, by amortisation from earnings or alteration of the 
basis of rating, in public utility corporations. 


Quarterly Journal of Economics (Harvard). 


Fresruary, 1927. Utility Curves, Total Utility, and Consumer’s 
Surplus. H. E. Minter. It is argued that Marshall’s conception 
of Consumer’s Surplus is fallacious; in respect of the regular 
consumption of goods total utility is the simple multiple of final 
utility. The higher intermediate utilities were real only when the 
corresponding degree of want existed. There may be a consumer’s 
surplus in certain special cases, as when rate of consumption is 
changing, or when a “ bargain utility ” is got even at the margin. 
Further, Marshall’s surplus, like any Rent, is not due to the high 
psychic returns from some units of consumption, but to the bad 
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terms got from other units; if there were no Diminishing Utility, 
the surplus would be greater still, so that D. U. really creates a 
deficit. What do “ Statistical Demand” Curves show? E. J. 
Workine. Do statistical curves correspond to those of economic 
theory? The former are affected by the “ variability ” of the 
supply and demand schedules, in such a way that the fitted 
statistical curve will conform to the factor which has relatively 
changed less; and corrections must be applied to reduce the 
variability of either factor in order to approximate to the curve 
of that factor alone. If the shifts of demand and supply are 
correlated, the fitted curves might better be described as lines of 
regression. Further problems are involved, according as the 
demand curve is taken to include producers’ demand or, apart from 
this, consumers’ or dealers’ demand. Finally there is involved the 
question how far other things are held equal. Depreciation and 
Valuation for Rate Control. J.C. Bonsricut. With a brief reply 
by Professor Allyn Young. The Copper Mining Industry in the 
United States, 1845-1925. F. E. Ricuter The Influence of the 
Anglo-French Treaty of Commerce of 1860 on the Development of the 
Iron Industry in France. A. L. DRENHAM. 


Political Science Quarterly (New York). 


Marcu, 1927. -The Scientific Basis of Fascism. C. Gint. The “law 
of political cycles,” in which Fascism is a stage, can be justified in 
the light of economic considerations. The process of exercising 
political activity is a comparatively pleasant one, and tends to 
run to excess, so that restoration of authority is required. ‘‘There 
can be no doubt that the fascist experiment has had highly 
satisfactory results in Italy,’ but under exceptional conditions. 


Journal of Political Economy (Chicago). 


Frsruary, 1927. Value for Taxation and Rate-making. G. G. 
TunELL. Higher Commercial Education in Italy. E. C. Lanco- 
BARDI. Jurisdictional Disputes. E. Montcomery. Labor 
Policy of Oneida Community, Lid. E. Lowentuau. Investments 
and Fire and Marine Insurance. S. H. NERLOVE. 


Wheat Studies of the Food Research Institute (Stanford University, 
California). 


Fresruary, 1927. The McNary—Haugen Plan as applied to Wheat: 
Operating Problems and Economic Consequences. 

Marcu, 1927. The McNary—Haugen Plan as applied to Wheat: 
Limitations imposed by the Present Tariff. These issues are 
devoted to exposing the futilities of a Bill which has since been 
vetoed by the President. The central features of the plan were 
the operations of a federa] board, seeking to maintain domestic 
prices at enhanced levels behind the tariff wall, to segregate 
the surplus over domestic requirements and sell it for what it 
will bring, and to distribute operating costs and losses among the 
growers by means of an equalisation fee on each bushel sold. 

May, 1927. Survey of the Wheat Situation, December 1926 to March 
1927. During these four months international shipments were 
heavier than in any similar period of recent years. Large crops 
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became available in Australia and Argentina, and exports were 
stimulated by a decline in ocean freight rates. European demand 
showed continuous strength without, however, any sign of an 
accumulation of stocks. Wheat prices moved within a narrow 
range. Early indications point to increases in harvested acreage 
and good crops in 1927, except in India and North Africa. 


Revue d’Economie Politique (Paris). 


NovEMBER-DECEMBER, 1926. Le rapport du Comité des experts et la 
revalorisation du franc. F. SauvatrE-JourpoNn. La propriété 
fonciére dans les colonies sicnistes. C. GipE. Le mouvement 
ouvrier dans les mines de houille aux Etats-Unis. A Putte. 
Stabilisation et crédit au commerce exterieur. B. Extacuerr. Le 
marché des bons du Trésor en Grande-Bretagne. 

JANUARY-FEBRUARY, 1927. La dépréciation et la stabilisation du 
franc-belge. B.-S. Cutepner. Etude critique de statistique du 
chémage en France. H. Fuss. Le mode de répartition des dettes 
autrichiennes et hongroises. A.-N. Sack. L’Angleterre aprés la 
crise miniére et la querelle des banquiers. L. Bauptn. De la 
distribution du crédit par les banques américaines. R. CLavovut. 


Journal des Economistes (Paris). 


Frsruary, 1927. Le Nouveau Régime des Chemins de fer de V Etat en 
Belgique. G. DE Novvion. 

Marcu, 1927. La Conférence internationale des cartels. YvEs-Guyor. 
This article is noticed on another page. La Question chinoise et 
UIntérét commun. X.X. 

ApriL, 1927. Les Etats-Unis d’aujourd’hui et les Vérités économiques 
enaction. Yvrs-Guyot. La Conférence économique internationale. 
E. Hantos. A hopeful view of the possibilities of the Conference, 
emphasising especially the part to be played in future by inter- 
national cartels, the control and, if public interests required, 
dissolution of which would be in the discretion of an international 
tribunal, under the authority of the League of Nations. La 
Renaissance industrielle de Reims. G.DENovuvion. L’Individual- 
isme politique et économique. N. MonvDeET. 


La Musée Social (Paris). 


JANUARY, 1927. Peut-on se soustraire a la dépréciation de la monnaie. 
M. Hametin. An examination of measures employed to adapt 
contracts to value of money. 

Fesruary, 1927. Les Assurances sociales du territoire de la Sarre. 
M. G. Mov in. 

Marcu, 1927. Quelques aspects de la Révolution monétaire dans l Europe 
contemporaine. M. P. Lyautey. Summary of an address to the 
Conference of December 1926, with the comments of M. Francois- 
Marsal, formerly Minister of Finance. 


Revue de L’ Institut de Sociologie (Brussels). 


JANUARY-—Marcu, 1927. Les causes de lexogamie et de Vendogamie. 
P. Descamps. La dynamique sociale et Vhistoire. W. M. 


KaAzLowskKI. 
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re Schmollers Jahrbuch. 
a 51 Jahrgang, 1 Heft. Adam Smith, ein Jubiliwm. W. Lorz. An 


address given to the Economic Society of Munich. Hermann 


. Heinrich Gossen. O. WEINBERGER. An account of the contents 
and also of the fortunes of Gossen’s ‘‘ Laws of Human intercourse,” 
1854, a rediscovered source of the doctrine of final utility. “‘ Nicht 
vergleichbare’’ statistiche Zahlen. F. Zizex. Der Bauer im 
Zeitalter des Kapitalismus. F. BrcKMANN. Geburtenriickgang 

a und Sexual Moral. J. Wor. An address to the “ Sex Congress,” 

é 1926. Zur Theorie und Systematik der Genossenschaften. R. 

it LizrmMann. “ Like the Trade Unions, the co-operative societies 

>, have been hailed as the beginning of a new economic system. 

e Alongside of State Socialism and the Trades Union or Gild 
Socialism, Co-operative Socialism has played its part. Its claims 

are somewhat exaggerated.” 

Archiv fiir Sozialwissenschaft und Sozialpolitik (Tiibingen). 


Frsruary, 1927. Die sozialen Klassen im ethnisch-homogenen Milieu. 
J. ScHuMPETER. The discussion is limited to classes ethnically 
homogeneous. Classes are given social facts, not constituted by 
heredity, though coloured by it. Families rise or fall out of classes 
constantly, according to the success or failure of the members in 
mastering the chief work that is the function of the class. Success 
is due to unusual power of will, character, and talent, aided by 
tradition, inheritance, and luck. Entrance thus gained into 
a class may be retained by prestige. The work is done by 
individuals, the effect accrues to the family. Die Konservative 
Denken. K.Mannuem. On the philosophical theory of political 
parties in Germany. Zwei Beitrdége zur Theorie der Umlaufs- 
geschwindigkeit des Geldes. A. Soxouorr. The first of two 
essays on velocity of circulation. Der Allgemeine Deutsche 
Arbeiterverein und die Krisis 1866. G. Mayer. A description 
of the position in April 1866, on Bismarck’s proposal of an extension 
of the suffrage, unaccompanied by the ballot. Die Schwanger- 
schafts unterbrechung und das Strafgesetz. H. FurtH. Memorials 
of Alfred Marshall. A. Satz. A warm and discriminating 
tribute both to Marshall’s personal goodness and to his economic 

leadership. 


Zeitschrift fiir die gesamte Staatswissenschaft (Tiibingen). 


82 Band, 2 Heft. Staat and Gesellschaft. G. Kessier. Cesellschaft- 
liche, wirtschaftliche und technische Entwicklung in ihrem inneren 
Zusammenhange. G.Jaun. Preislehre und Konjunkturforschung. 
O. von ZwIEDINECK-SUDENHORST. Wege zur Gewinnsteigerung. 
F. Frnpersen. Arbeiterseele und Wirtschaftsgesetzlichkeit. M. 
Muss. Die Geschdfts-und Familienpolitik Jacob Fugger des 
Reichen. J.StRreEDER. Die Finanzen des englischen Absolutismus. 
G. Bropnitz. Zur Geschichte der Entwicklung der Personal- 
besteuerung in Preussen. W. Geruorr. Der Nachrichtendienst 
des Stichsischen Hofes vom 15 bis 18 Jahrhundert. J. KLEINPAUL. 

[Festgabe fiir Karl Bucher zu sienem 80 Geburtstag am 16 Februar 
1927.] 
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Jahrbiicher fiir Nationalékonomie und Statistik (Jena). 


126 Band, 1 Heft. Banknotenpolitik und Konjunktur und Krise. W. 
TaucHER. Die Krisis im britischen Kohlenbergbau. F. Heyer. 

126 Band, 2 Heft. Produktivitit und Soziabilitét. Versuch einer 
sozialen Begriindung des Begriffs der marktwirtschaftlichen Ergiebig- 
keit. H. Honrcerr. Das Gewerbe im alten Griechenland und 
das Kapitalistische Gewerbe. W. Retcuarpr. 

126 Band, 3 Heft. (Marcu, 1927). Nationalékonomie und phainomeno- 
logische Philosophie. J. Back. Das Gewerbe im alten Griechenland 
und das kapitalistische Gewerbe (Schluss). E. W. Retcuarpt. 
Ueber die Theorie und Statistik der Konzentration. W. LEontier. 


Vierteljahrshefte zur Konjunkturforschung (Berlin). 


1 Jahrgang, Heft 4. The depression of 1926 has passed its worst point. 
In Germany, the rising conjunktur of the end of the year was not 
entirely due to foreign influences, but had its roots in the national 
economy. There is a general but slow revival. It is not certain 
how far this is “ structural ” rather than “‘ conjunctural.” 

Sonderheft I. Zur Analyse des Hisenmarkts. H. J. ScHNEIDER. An 
exhaustive study of the history of this market, in relation to both 
structure and conjuncture. Part I deals with the pre-war period 
since 1879, Part II with the period 1919-26. The last section of Part 
II, on the structure of the German iron market, is of special 
interest at the present time. Conditions of the world-market are 
examined for both periods. The statistical tables will form an 
important reference for students. 

1 Jahrgang, Ergainzungsheft 4. Hin Rechenfehler als Konjunktur- 
ursache. F.Scumipt. Geldmarktlage und Reichsbankpolitik. W. 
Prior. Zur Frage des Volkswirthschaftlichen Erkenntnisinhalts der 
Bankbilanzziffern. A. Hann. 


Weltwirtschaftliches Archiv (Jena). 


Aprit, 1927. 25 Band, 2 Heft. Die Weltwirtschaftskonferenz. B. 
Harrvus. Moderner Absolutismus. E. von BEeckERATH. Inter- 
nationale Kartelle. R. LizrmMann. This article is noticed on 
another page. Die Wirtschaftlichen Grundlagen Polens und die 
polnischen Aussenhandelsbeziehungen. P. Roru. Hochkapital- 
ismus. E.Sattn. Friedrich List und Adam Miller. A. SomMER. 
Zur Moglichkeit der Konjunkturtheorie. F. OPPENHEIMER. 


Scientia (Milan). 

Marcu, 1927. The Political Importance of Working-class Education. 
H. S. Furniss. There has been confusion between two ideals of 
education—whether it teaches people to think or to believe. This 
distinction corresponds to two lines of recent development in 
England, represented by distinct institutions, which may be 
called working-class education, and independent working-class 
education. They hold in common, however, certain fundamental 
principles, such as democratic control of the schemes, choice by 
students of their own class subjects and tutors, and the use of the 
knowledge gained in the service of the Labour movement. On 
the last point there has been a difference of interpretation, which 
has led to controversy and friction, and which is explained in 
detail by the late Principal of Ruskin{College. 


UNE 
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Giornale Degli Economisti (Milan). 


JANUARY, 1927. Jl capitalismo delle classi operaie. V. Porri. A 
comparison of working-class savings in Britain, Italy and the 
United States (on the basis of articles in the Economist, 1925, and 
Carver, The Present Economic Revolution in the U.S.), showing 
decreased alcoholic consumption (Italy and Britain) and positive 
returns in each country for savings and assurance institutions. 
The brief sketch of the Bowley-Hogg investigations into Poverty 
will be useful for Italian readers, but the Italian statistics are too 
incomplete to be of value. II porto di Genova nel 1925—a detailed 
review of the economy of the Port of Genoa, which would be still 
more useful if accompanied by similar comparisons for Trieste. 

FEesruary, 1927. La nozione economica del rischio. F.CuEssa. La 
stabilizzazione monetaria nel Belgio. HE. Fossatt. 

Marcu, 1927. La crisi e le teorie economiche. G. DEL VeccHIO. La 
deflazione nei riguardi del mezzigiorno. G.C. Donvito. 


Metron (Padua). 


Marcu, 1927. On the Size and Constitution of the “ Private Family ” in 
England and Wales. J. W. Nixon. 

(A table is compiled from the Census on a special method, and a 
classification given by industries, and by groups varying from 
" = ” to “very low ” in respect to size of family under sixteen 
years. 


La Riforma Sociale (Turin). 


JANUARY-FEBRUARY, 1927. Per la ricostruzione dei bilanci delle societa 
anonime. An article by Professor Einaudi, arguing for revaluation 
of items entering into the balance-sheet of a joint-stock company 
at various dates under a fluctuating exchange-rate—a useful article 
for accountants and the (Italian) revenue authorities. In 
Dorganizzazione sindicale mondiale, Arturo Salucci reviews the 
numerical world strength of organised labour : his figures for the 
Italian Syndical Corporations of Labour are useful. The develop- 
ment of municipal finance in a typical Italian city is dealt with in 
F. A. Repaci’s I dazi di consumo della citta di Torino nell’ ultimo 
secolo—an admirable study by an authority on Italian internal 
finance, and interesting and enlightening for students of municipal 
taxation and its effects on commodity prices within prescribed 
areas. In the same number Professor Einaudi reviews, very ably 
and to the length of an article, the Report of the Indian Currency 
Commission (1926). 


Annali di Economia (Genoa). 


III. (1926-7). La crise dell’ economia britannica. A. Loria. 

Il problema demografico inglese. C. GINI. 

Il mercato monetario. G. DEL VECCHIO. 

Le Finanze inglese. M. Fanno. 

La ee doganale e la preferenza imperiale in Inghilterra. G. 
TO. 

La crise dell’ industria carboniera britannica. G. Mortara. 

La crise dell’ industria coloniera britannica. G. Mortara. 
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Indian Journal of Economics (Allahabad). 


JuLy, 1926. Income Tax in India. G. CHaup. The Act of 1922 
should be given a longer trial. A Review of Recent Literature on 
the Problem of Population. B. N. Karey. An Early Proposal 
for a Federal System of Finance in India. P. J. THomas. A 
study of the scheme of decentralisation associated with the name 
of Massey, and first worked out in 1867 by Strachey. The Tobacco 
Trade of the Madras Presidency. N.G. Ranaa. 


Revista Nacional de Economica (Madrid). 


JANUARY—FEBRUARY, 1927. Arbitrios del vecino de Tarancén Francisco 
de la Fuente. C. Espeso. Ll problema econdmico de las penas de 
privacién de libertad. E. C. Catén. Liquidacidn de los Pre- 
supuestos generales del Estado. F. A. y Bartrina. El impuesto 
sobre rentas y ganancias. L. V. Paret. El comercio de telas de 
Laval en Espana y en la América espatiola. H. S&E. 


International Labour Review (Geneva). 


Fepruary, 1927. The New German Labour Protection Bill. J. 
Fria. Collective Bargaining in the U.S.A. L. D. Cuark. The 
Protection of Workers against Unfair Dismissal in Continental 
Legislation. Motrror. 

Marcu, 1927. The Labour Movement in China. TaCuen. ‘“ Certain 
aspects of the Chinese labour movement are still too foreign in 
spirit. Trade Union methods and practices of Western countries 
should be so modified as to suit economic and social conditions in 
China.” The Austrian Works Councils Act in Practice, I. E. 
ApuER. The questions mainly at issue are the Council’s right to 
oppose the dismissal of a worker, and the immunity of the members 
of the Council. 


Skandinaviska Kreditaktiebolaget (Stockholm), 


Aprit, 1927. The Dislocation of Prices and its Consequences. G. 
CassEL. Lack of purchasing power is not an explanation; there 
is no abstract purchasing power apart from production itself. It 
is this fallacy which leads to the theory of restriction. The 
derangement is due to different rates of change of prices, especially 
as between raw materials and finished products. The (Swedish) 
Economic Situation during the first Quarter of 1927. 


Economic Review (Kyoto). 


DrcEeMBER, 1926. Double Taxation, with special Reference to its Inter- 
national Aspects. M.Kampe. A detailed study and classification, 
of the variations in form and definition of double taxation. 
Various methods of interstate agreement are proposed in order to 
eliminate double taxation in its international aspects. Attention 
is also drawn to cases of double taxation in respect of indirect taxes. 
The Agrarian Problem in the Tokugawa Regime. E. HownJo. 
Seasonal Fluctuation of our National Finance. S. Satomi. An 
investigation showing the seasonal nature of revenue as affected 
by some special national conditions, and the consequent place of 
Treasury Bills in the national finance. Some Characteristics of the 
Chinese National Economy. 8. Sakupa. Agricultural Problems 
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and their solution in Japan. 8. Kawapa. It is argued that the 
agricultural problem in Japan is similar to that of other progressive 
nations, and can only be solved by equalisation of industrial 
conditions and cultural opportunities between city and country. 


Chinese Economic Journal (Pekin). 


JANUARY, 1927. This is the first number of a new Journal, which 
incorporates the Chinese Economic Monthly. Chief importance 
belongs to an article by Chang-heng Chen on Changes in the Growth 
of China’s Population in the last 182 Years, which provides impor- 
tant statistical data, and shows, for these periods, the slowing of the 
rate of growth. Other brief studies of Chinese farming and 
communications are of great interest to Westerners, and we welcome 
this new venture of the Chinese Bureau of Economic Information. 


Ekonomisk Tidskrift (Uppsala). 


| 1926, Nos. 7-8. The Future of the Gold Standard. Davip Davipson. 
The restoration of the pre-war gold standard assumes the return of 
the old central bank policy, which was rather peculiar. Its basis 
was that the convertibility of the notes should be guaranteed. 
Such a policy could not lead to stable price conditions. Already 
| the Bullion Committee of 1810, under the influence of Thornton, 
| recommended a discount policy aiming at an carly reaction upon 
credit to prevent variations in the value of money. Peel forgot 
that when he drafted the Bank Act, and unfortunately believed 
action at a later stage of development to be sufficient, 7.e. when the 
amount of notes had already begun to rise. The smooth working 
of the gold standard assumed that all countries tried to restrict gold 
movements and thus prevented individual inflation or deflation. 
(If one country deflated considerably, the others would lose gold 
and be forced to an undesirable credit restriction.) When this 
condition was no longcr fulfilled, the international gold standard 
must break down. This happened in 1914. There was nothing 
in the system to prevent.a slow all-round inflation or deflation, but 
violent movements of the price levels were impossible. A certain 
tranquillity, not immobility, was reached. After 1914 the gold 
movements became enormous. New criteria had to be found. 
The Federal Reserve Board after the war aims at maintaining 
normal conditions of production and seems to disregard gold 
movements. Small variations in the discount rate are made 
effective through warnings of other kinds. Will this continue, 
when Europe as a whole has returned to gold? It seems probable. 
It is, however, necessary that the U.S. keep their “ superfluous ”’ 
gold, for otherwise they will not be in a position to disregard gold 
movement. Other countries will have a sort of gold exchange 
standard, and their monetary value will be affected by gold 
movements, but not the money valueinthe U.S. Ifsome countries 
do not follow, e.g. a deflation in the U.S., their gold will begin to 
flow into countries which keep their currency at par with dollars. 
To small countries this might be disturbing. Therefore the Swedish 
embargo on gold imports (for everybody but the central bank) is 
well justified. The Government Proposals about the Social Insurance 
of Accidents and Illness. P.J.G. Lauriy. A paper read to the 
Economic Society, Stockholm, followed by discussion. 
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1926, Nos. 9-10. The Industrial Development and the Eight-Hours Day. 
Gustav AKERMAN. This is the first part of a long essay, built on 
the investigation made by the Social Board into the situation in 
1924. One of the problems discussed is how to measure the 
increase in the worker’s efficiency that is caused by the shortening 
of the working day. Distinction should be made between four 
types of technical changes : increase of machinery, new inventions, 
increased ‘‘ automatism ”’ without new inventions, and increased 
speed in the machinery. Only the latter is certainly a sign of 
greater intensity of work. The result of the investigation is that 
the intensity had been increased by 5 per cent. only since 1918, 
whereas the day had been shortened by 15 per cent. Compared to 
1913 the worker gave, however, not 5 but 8-9 per cent. more per 
hour. The volume of production in manufacturing industries in 
1924 exceeded that of 1913 by 9 per cent. The index figure for 
the production per labourer was 104 when reckoned per year, but 
130 when reckoned per hour. Thus, the corresponding figure per 
“ prestation ” on the part of the manual worker was 120 (130: 
108-9). This increase in productivity was due to an increase in 
the use of machinery by 57 per cent. and an increase in the number 
of non-manual workers by 25 per cent. Furthermore, new inven- 
tions have played a certain réle. Without the eight-hour day 
production to-day would probably be 10 per cent. higher than it is. 
The Taxation of Joint Stock Companies. Erik LInDAHL. A 
paper read to the Economic Society, Stockholm, followed by 
discussion. 

1926, Nos. 11-12. The Economic History of Sweden under the Influence 
of the World War. Davin Davinson. A review of the work that 
has been edited by Professor Heckscher in the Carnegie Endow- 
ment Series. The Velocity of our Bank-notes during the World War. 
Sven Brisman. In his analysis of monetary conditions Heckscher 
found a notable decrease in the velocity of circulation of the bank- 
notes during the last two years of the war. This is contrary to what 
one would expect, as the velocity usually rises during times of 
inflation. Brisman tries to demonstrate that although the volume 
of production was reduced, yet the volume of circulation on the 
commodity side was increased, every commodity passing between 
a greater number of hands than before the war. Therefore the 
velocity of the bank-notes was in reality greater than in 1913. 
The Conditions of Competition in the Sugar Industry. Davin 
Davipson. A thorough analysis , chiefly on a statistical basis. 
The Roads and the Motor Traffic. C.MxvurRLinc. A paper read to 
the Economic Society, Stockholm, followed by discussion. 


NEW BOOKS 


British. 
Austin (W. F.) and Lioyp (B.). Capital for Labour. Unwin. 
1927. Pp. 142. 3s. 6d. 
Barton (F. R.). Nickel Coinage. Mond Nickel Company, Ltd. 
Pp. 50. 
Benn (E. J. P.). The Letters of an Individualist to The Times, 
1921-6. Benn. 1927. Pp. 143. 3s. 6d. 
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Boorusy (R.) and others. Industry and the State : a Conservative 
View. Macmillan. 1927. Pp. 269. 6s. 


Bowtey (A. L.) and Stamp (J. C.). The National Income, 1924. 
Oxford University Press. 1927. Pp. 59. 3s. 6d. 


Crorron (R. H.). Adventures in Administration. Leonard 
Parsons. 1927. Pp. 3ll. 7s. 6d. 


DampieR-WHETHAM (C.). Politics and the Land. Cambridge 
University Press. 1927. Pp. 215. 6s. 

Dement (V. A.) and others. Coal: a challenge to the national 
conscience. Hogarth Press. 1927. Pp. 84. 2s. 6d. 


Dovetas (D. C.). The Social Structure of Medieval East Anglia. 
Oxford University Press. 1927. Pp. 288. 18s. 


FITZGERALD (P.). Industrial Combination in England. Pitman. 
1927. Pp. 230. 10s. 6d. 


FiLorence (P. S.). Economics and Human Behaviour. Kegan 
Paul. 1927. Pp.117. 2s. 6d. 


GoopHart (A. L.). The Legality of the General Strike in England. 
Cambridge: Heffer. 1927. Pp. 20. Is. : 


Goursu (P. E.) and Parkinson (H.). Home, Colonial, and 
Foreign Borrowing. General Press. 1927. Pp. 31. ls. 


GrirFiTH (E. S.). The Modern Development of City Government 
in the United Kingdom and the United States. 2 vols. Oxford 
University Press. 1927. Pp. 745. 


(K.). Money. Translated by L. Inrretp. Preface 
by T. E. Gregory. Benn. 1927. 2 vols. Pp. 660. 52s. 6d. 

Hit (N.) and others. War and Insurance. (Economic and Social 
History of the World War, New Series.) Oxford University Press. 
1927. Pp. 283. 10s. 6d. 

Individualist Bookshop, Ltd. The Philosophy of Individualism. 
A bibliography, with an Introductory Essay on Individualism. 
Pp. 95. Is. 

Jones (J. H.). The Federal Reserve System. Gee. 1927. Pp. 
53. 2s. 6d. 


Kine (F. H.). Farmers of Forty Centuries; or, Permanent 
Agriculture in China, Korea and Japan. Cape. 1927. Pp. 379. 
12s. 6d. 

Longe (E. C.). The Account Book of a Kentish Estate, 1616-1704. 
(British Academy, records of social and economic history.) Milford. 
1927. Pp. 532. 31s. 6d. 

Mavtpon (F. R. E.). A Study in Social Economics. Melbourne : 
Robertson and Mullens. 1927. Pp. 201. 12s. 6d. 

Nogaro (B.). Modern Monetary Systems. King. 1927. Pp. 
236. 15s. 

OttvrER (LorD). The Anatomy of African Misery. Hogarth Press. 
1927. Pp. 234. 6s. 

Paisu (G.). The Road to Prosperity. Foreword by J. C. Stamp. 
Benn. 1927. Pp. 154. 6s. 
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Peppiz (J. T.). The Cause of Economic and Social Unrest. 
Longmans. 1927. Pp. 76. 2s. 

Picou (A. C.). Industrial Fluctuations. Macmillan. 1927. ‘Pp. 
397. 25s. 

Ricuarpson (J. H.). A Study of the Minimum Wage. Allen and 
Unwin. 1927. Pp. 198. 7s. 6d. 

Smnga (H.). Early European Banking in India. Macmillan. 
1927. Pp. 274. 12s. 6d. 

Smvna (J. C.). Economic Annals of Bengal. Macmillan. 1927. 
Pp. 301. 12s. 6d. 

SpauLpine (H. B.). The Income Tax in Great Britain and the 
United States. P.S. King. 1927. Pp. 320. 12s. 

Sramp (J.C.). The Statistical Verification of Social and Economic 
Theory. Humphrey Milford. 1927. Pp. 33. Ils. 

[The Sidney Ball Lecture at Oxford, 1926.] 

SutcuirFe (J. T.). The National Dividend. Preface by Prof. 
Bow ey. Melbourne University Press. 1927. Pp.70. 3s. 6d. 

Tuomas (E.). The Economics of Small Holdings. Cambridge 
University Press. 1927. Pp. 132. 4s. 6d. 

(C. N.) and Murangan K.). Currency and Prices in 
India. King. 1927. Pp. 549. 18s. 

Wess (S. and B.). English Poor Law History. Longmans. 
1927. Pp. 447. 21s. 

We tts (H. G.). Democracy under Revision. Hogarth Press. 
1927. Pp. 47. 2s. 

Woop (L. 8.) and WitmoreE (A.). The Romance of the Cotton 
Industry in England. Oxford University Press. 1927. Pp. 288. 
5s. 


American. 


BizzeLt (W. B.). The Green Rising: an Historical Survey of 
Agrarianism. Macmillan. 1927. Pp. 269. 8s. 6d. 

Boaart (E. L.) and Lonpon (C. E.). Modern Industry. Long- 
mans. 1927. Pp. 593. 16s. . 

Buck (A. E.). Municipal Finance. Macmillan. 1927. Pp. 562. 
17s. 


Daviess (A. E.). Investments Abroad. New York: A. W. Shaw 
Company. 1927. Pp. 194. 

Fay (C. R.). Elements of Economics. Macmillan. 1926. Pp. 
631. 7s. 

Frank (T.). Economic History of Rome. Baltimore: Johns 
Hopkins Press. 1927. Pp. 519. $3. 

[A revised and enlarged edition.] 

Harpy (C. 0.) and Cox (G. V.). Forecasting Business Conditions. 
Macmillan. 1927. Pp. 434. 12s. 6d. 

JeroME (H.). Migration and Business Cycles. Foreword by 
Wes ey C. MircHELL. National Bureau of Economic Research. 1926. 
Publication No.9. Pp. 256. 
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McGutre (C. E.). Italy’s International Economic Position. 
(Institute of Economic Series.) London: Allen and Unwin. 1927. 
Pp. 588. 12s. 

Patterson (S. H.) and Scpotz (K. W. H.). Economic Problems of 
Modern Life. McGraw-Hill Publishing Co. 1927. Pp. 613. 

Patton (F. L.). Diminishing Returns in Agriculture. New York : 
Columbia University Press. Pp. 100. $1.50. 

Stewart (B. M.). Canadian Labour Laws and the Treaty. New 
York : Columbia University Press. 1926. Pp. 501. $6. 

Watsu (C. M.). The Four Kinds of Economic Value. Harvard 
University Press. 1926. (London: Milford.) Pp. 138. 8s. 6d. 


French. 


Bousquet (G. H.). La restauration monétaire et financiére de 
lAutriche. Riviére. 1927. Pp. 158. 8 fr. 

Bousquet (G.H.). Essai sur l’Evolution de la Pensée Economique. 
Giard. 1927. Pp. 314. (Bibliothéque internationale.) 

DE LrENeER (G.). Les chemins de fer en Belgique. Brussels : 
Lamertin. 1927. Pp. 250. 

Franck (L.). La stabilisation monétaire en Belgique. Payot. 
1927. Pp.174. 15 fr. 

Lazarp (J. P.). Politique et théories monétaires Anglaises 
d’Aprés-guerre. Préface de Ch. Rist. Sirey. 1927. Pp. 125. 
12 fr. 

Ste (H.). La vie économique de la France, 1815-48. Alcan. 
1927. Pp. 189. 20/fr. 

Trucuy (H.). Cours d’Economie politique. Tome 2™. Deuxiéme 
édition. Sirey. 1927. Pp. 490. 


German. 


Baascu (E.). Hollandische Wirtschaftsgeschichte. Jena: Fischer. 
1927. Pp. 632. 30m. 

Deutschen Gesellschaft fiir Soziologie. Verhandlungen des Fiinften 
Deutschen Soziologentages 26-29 September 1926 in Wien. Tiibingen: 
Mohr. 1927. Pp. 227. 8m. 

Foéupes (B.). Volkswirtschaftliche und sozialpolitische Unter- 
suchungen. Jena: Fischer. 1927. Pp. 276. 12m. 

Harms (B.). Vom Wirtschaftskrieg zur Weltwirtschaftskonferenz. 
Jena: Fischer. 1927. Pp. 359. 15m. 

Jize (G.). Allgemeine Theorie des Budgets. Tiibingen: Mohr. 
1927. Pp. 337. 14m. 

MannstaeEptT (H.). Ein kritischer Beitrag zur Theorie des Bank- 
kredites. Jena: Fischer. 1927. Pp. 36. 1.80 m. 

Mencer (A.). Das biirgerliche Recht und die bisitzlosen Volks- 
klassen. (Photomechanisch gedruckte Auflage.) Tiibingen: Laupp. 
1927. Pp. 214. 5m. 
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MULLER (J.). Der mitteldeutsche Industriebezirk. Jena : Fischer. 
1927. Pp. 86. 4m. 


Passow (R.). Kapitalismus. Jena: Fischer. 1927. Pp. 136. 
7m. 


SomsBart (W.). Das Wirtschaftsleben im Zeitalter des Hoch- 
kapitalismus. Zweiter Halbband. Munich and Leipzig: Duncker 
and Humblot. 1927. 14.50 m. 


Sommer (A.). Friedrich Lists’ System der politischen Okonomie. 
Jena: Fischer. 1927. Pp. 242. 8m. 


SurAnyi-Uncer (T.). Die Entwicklung der theoretischen Volks- 
wirtschaftslehre im ersten Viertel des 20 Jahrhunderts. Jena: 
Fischer. 1927. Pp. 320. 14m. 


Woyrtinsky (W.). Die Welt in Zahlen. Fiinftes Buch. Handel 
und Verkehr. Berlin: Mosse. 1927. Pp. 376. 


WEDDEJEN (W.). Theorie des Ertrages. Jena: Fischer. 1927. 
Pp. 240. 12m. 


Italian. 


Foa (B.). Influenze monetarie sulla distribuzione delle richezze. 
La Inflazione. Albrighi: Legati & Co. 1927. Pp. 146. 15lire. 
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